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Section I: Introduction

Chapter — |
Preliminary

1. Short Title and Commencement of the Directions.
(1) These Directions shall be called the Non-Banking Financial Company—Non-
Systemically Important Non-Deposit taking Company (Reserve Bank)
Directions, 2016

(2) These Directions shall come into force with immediate effect.

o«
2. Applicability ,00
(1) The provisions of the Directions shall apply to the foIIow'{@g: Q’Q) 0y
NN
5% &

(i) every Non-Banking Financial Company (NBFC%(ggbz\@@cggjmg/ holding public
deposits which is not systemically important (asﬁﬁirgd\inc’ﬁ(a)ragraph 3(xxix) of the
NN
Lo O
AR 20N
% @ ‘\O
(i) every Non-Banking Financial Conggé(ﬂyé@@Fg\&r (NBFC-Factor) registered with
the Bank under section 3 of the Faé@ri@-%_gg’ation Act, 2011 and having an asset
. /
size of below Z500 crore; Q\*Qf RS @6
N
@ & D
(iii) every Non-Bankin a@%l mpany— Micro Finance Institution (NBFC-MFI)
registered with th?@k‘b@dsﬁ%% provisions of Reserve Bank of India Act, 1934
(RBI Act) and ha%g@aﬁ%‘%@é{ jze’of below X500 crore;
(iv) eve ‘@o&‘é\a@@lggﬁnancial Company - |Infrastructure Finance Company
(NBF@#(\%}}Q%Q@@r@?Vith the Bank under the provisions of RBI Act, 1934 and
having a‘rfr(\asg@t sige of below X500 crore.
< 0

>
(2) The Category of NBFCs as mentioned in points (i) to (iv) above are hereinafter

Directions);

referred to as ‘applicable NBFCs’, for the purpose of these Directions. Specific
directions applicable to specific categories of NBFCs registered as NBFC-Factors,
NBFC-IFCs and NBFC-MFIs are as provided for under respective Chapters in these

Directions.

(3) These Directions, shall apply to a non-banking financial company being a
Government company as defined under clause (45) of section 2 of the Companies
4



Act, 2013 (Act 18 of 2013). The directions relating to prudential regulation,
acceptance of public deposits, corporate governance, conduct of business
regulations and statutory provisions etc. shall, however, be followed by the
government companies as per the timeline provided in Annex I. Government NBFCs
that are already complying with the prudential regulation as per the road map

submitted by them shall continue to follow the same’.

(4)(i) The Directions under Chapter IV, paragraph 70 and Chapter V shall not apply
to those applicable NBFCs who have not accessed any public funds and do not have

any customer interface.

: \(\%
(i) Applicable NBFCs accessing public funds but having no custonb&nterface are

exempt from the applicability of paragraph 70 and Chapter Xepf tgg%il;%ctions.
S
(iii) Applicable NBFCs having customer interface bth)(g{ét Q‘é@eg\@'ng public funds are
exempt from the applicability of Chapter IV of theﬁ@ﬁecgo}%d\\o
S & ¥
(5) These Directions consolidate the regffa S @$ issued by Department of
Regulation, Reserve Bank of India. Hom@?e&}% @%er Directions/ guidelines issued

N
by any other Department of the B%;QQ, :Q.Qa ble to an applicable NBFC shall be

. <o 7
adhered to by it. & O
y Q .\0Q ‘.OQ
> O o
& @ &
> ~AY @Chapter I
WO P
. L 07 Definitions
@ x@ ©
,QQ ,b"o /D
3. Forthe purp%e@%&eﬁl}%@l’tions, unless the context otherwise requires:

(i) "Act" mK (s\ Q?Oqegm@ank of India Act, 1934;
A\
(i) "Ban&\bn@qs&@e@serve Bank of India constituted under section 3 of the

N Q
RSs @%gﬁk\@\ i
er fndia Act, 1934
NG

(iii) “Break<up v. " means the equity capital and reserves as reduced by intangible

o,

>
assets an@ revaluation reserves, divided by the number of equity shares of the
investee company;
(iv)“Carrying cost” means book value of the assets and interest accrued thereon but

not received;

'Government Companies were advised vide DNBS.PD/CC.No. 86/03.02.089/2006-07 dated December 12, 2006 to submit to
the Reserve Bank [Department of Supervision — (DoS)] a road map for compliance with the various elements of the NBFC
regulations, in consultation with the Government.]

5


http://172.16.5.3/kmt/GetDocument.asp?PageRef=statutes/factregact11.htm
http://172.16.5.3/kmt/GetDocument.asp?PageRef=statutes/rbi_c2.htm#s3
https://www.rbi.org.in/Scripts/NotificationUser.aspx?Id=3207&Mode=0

(v) ‘Company’ means a company registered under section 3 of the Companies Act,
1956 or a corresponding provision under Companies Act, 2013;

(vi)“Companies in the group”, shall mean an arrangement involving two or more
entities related to each other through any of the following relationships:
Subsidiary — parent (defined in terms of AS 21), Joint venture (defined in terms
of AS 27), Associate (defined in terms of AS 23), Promoter-promotee (as
provided in the SEBI (Acquisition of Shares and Takeover) Regulations, 1997)
for listed companies, a related party (defined in terms of AS 18), Common brand
name, and investment in equity shares of 20per cent and above.

(vii) “Conduct of business regulations” means the directions issued by theQBank from

time to time on Fair Practices Code and Know Your Customer. &}\Q

(viii) "Control" shall have the same meaning as is assigned._ to it Lﬁﬁ)er clause (e) of
sub-regulation (1) of regulation 2 of Securities andrzﬁx\%ﬁﬁ\ oard of India
(Substantial Acquisition of Shares and Takeoverg%@e%ﬂ@ti&gs, 2011.

(ix)“Current investment” means an investmer&@%t&@?@@%y its nature readily
realisable and is intended to be held for n@@(?‘n%&ll@#one year from the date on
which such investment is made; @\QQ Q)‘\O(h

(x) “Customer interface” means inter@&%gb%et \én the NBFC and its customers
while carrying on its busine§s.®c’;\3o/Q‘Q)Q.QQ

(x)(a) “Dividend Payout Ratigoﬁ\%@& @6
payable in a year an%ggfe\{éf\%@% as per the audited financial statements for
the financial yea‘r%Q \%h% t,ﬂé dividend is proposed. Proposed dividend shall
include both 9&\%\ \oné u“fy shares and compulsory convertible preference
shares eligible in%@?ion% Tier | Capital. In case the net profit for the relevant
period&@cggdéﬁﬁ @Q%geﬂptional and/or extra-ordinary profits/ income or the
fi@i\%@qb%@eg@%re qualified (including ’'emphasis of matter’) by the statutory
audi{éﬁt (\irg@ates an overstatement of net profit, the same shall be reduced

ratio between the amount of the dividend

from n{ét\%@gfs while determining the Dividend Payout Ratio.

(xi)“Earning value” means the value of an equity share computed by taking the
average of profits after tax as reduced by the preference dividend and adjusted
for extra-ordinary and non-recurring items, for the immediately preceding three
years and further divided by the number of equity shares of the investee
company and capitalised at the following rate:

(a)in case of predominantly manufacturing company, eight per cent;

(b)in case of predominantly trading company, ten per cent; and
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(c)in case of any other company, including non-banking financial
company, twelve per cent;
Note: If, an investee company is a loss making company, the earning value will be
taken at zero;

(xii) “Fair value” means the mean of the earning value and the break up value;

(xiii) “Hybrid debt” means capital instrument which possesses certain characteristics

of equity as well as of debt;

(xiv) “NBFC-IFC” means a non-deposit taking NBFC that fulfills the following criteria:
(a) a minimum of 75 per cent of its total assets deployed in “infrastructure
loans”;

. O
(b) Net owned funds of X300 crore or above; K&\
(c) minimum credit rating of 'A" issued by any of tthEBﬁy@gistered Credit
Rating Agencies; @Q @006{/5
(d) CRAR of 15 percent (with a minimum Tieqrjg%g%t@r o(@g/percent).

(xv) “Infrastructure lending” means a credit facilitx@(t%qagdo%? non-banking financial
company to a borrower, by way of teQr)@ﬁ\ I%Qt @%?ect loan subscription to
bonds/debentures/preference share%ggi@&‘ \&ﬁa es in a project company
acquired as a part of the project f@&cg@ba@é\ge such that subscription amount
to be “in the nature of advancg@}hor/ﬁ%qggr form of long term funded facility for
exposure in the infrastruﬁé@}&ri\ @b;ga%tors as notified by the Department of
Economic Affairs, Minlgﬁ%o\@%\%@(g, Government of India, from time to time?.

(xvi) “Non-Banking Eig‘é%c'@%%@any- Investment and Credit Company - (NBFC-
ICC)" means én\?\ \p Ay a:\‘/;bich is a financial institution carrying on as its
principal %@irfg&@ ;(&igeqtﬂnance, the providing of finance whether by making
loans 8@3%\@1@9 Oég'atherwise for any activity other than its own and the
a@%@ba@cté@%s and is not any other category of NBFC as defined by the
Bankdh a@%f&t@Master Directions.

(xvii) “Levg%gg\%atio” means the total Outside Liabilities/ Owned Funds.

(xviii) “Long term investment” means an investment other than a current investment;

(xix) "NBFC-Factor" means a non-banking financial company as defined in clause

(f) of section 45-1 of the RBI Act, 1934, which has its principal business as
defined in paragraph 42 of these directions and has been granted a certificate

of registration under section 3 of the Factoring Regulation Act, 2011.

2 Modified vide Circular No. DNBR.PD.CC.No. 085/03.10.001/2016-17 dated March 02, 2017
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(xx)

(@)

‘NBFC-MFI” means a non-deposit taking NBFC that fulfils the following
conditions:
Minimum Net Owned Funds of 5 crore. (For NBFC-MFIs registered in the North

Eastern Region of the country, the minimum NOF requirement shall stand at %2

crore).

(b)

Not less than 75% of its total assets are in the nature of “microfinance loans” as

defined under Reserve Bank of India (Requlatory Framework for Microfinance
Loans) Directions, 2022.

(xxi)

(xxii)

(xxiii)

(xxiv)

(xxv)

(xxvi)

“‘Non-Operative Financial Holding Company (NOFHC)” means a non-deposit
taking NBFC referred to in the "Guidelines for Licensing of New Ba(,gks in the
Private Sector”, issued by the Bank, which holds the shares&é{f\a banking
company and the shares of all other financial services comp;ﬁ)(%s in its group,
whether regulated by the Bank or by any other finan@ @@b to the extent
permissible under the applicable regulatory prescr)g@%rgfb\gfb

“‘Net asset value” means the latest declaﬁ@ég rbfe}‘%@%:&(\value by the mutual

fund concerned in respect of that particulg;ﬁcbb@he@\\
“Net book value” means: 9\0 @Q)\o&

(a) in the case of hire purcr]age‘\;bs%@(t, @\aggregate of overdue and future
instalments receivab!e@a? r(;@UcQLQby the balance of unmatured finance
charges and furthg@?%%@edop? the provisions made as per paragraph
13(2) of these %gg’ct\'@%\;@@@

(b) in the case&&e&e@%&et, aggregate of capital portion of overdue lease
rentals éc\%\ \d as rﬁ/?.‘)eivable and depreciated book value of the lease
as&@aé\gﬁju%@%\&yf}%e balance of lease adjustment account.

“Owrg\@ g@”omg;r@\paid up equity capital, preference shares which are

c@\g@yé)\@né@a%le into equity, free reserves, balance in share premium
accc\éﬁt g@c&@tal reserves representing surplus arising out of sale proceeds of
asset,%\%@‘%ing reserves created by revaluation of asset, as reduced by
accumulated loss balance, book value of intangible assets and deferred revenue
expenditure, if any;

“Public deposit” for the purpose of the Directions shall have the same meaning

as defined in the Non-Banking Financial Companies Acceptance of Public

Deposits (Reserve Bank) Directions 2016.

“Public funds” includes funds raised either directly or indirectly through public

deposits, inter-corporate deposits, bank finance and all funds received from
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outside sources such as funds raised by issue of Commercial Papers,
debentures etc. but excludes funds raised by issue of instruments compulsorily
convertible into equity shares within a period not exceeding 5 years from the
date of issue.;

(xxvii) "Subordinated debt" means an instrument, which is fully paid up, is unsecured
and is subordinated to the claims of other creditors and is free from restrictive
clauses and is not redeemable at the instance of the holder or without the
consent of the supervisory authority of the non-banking financial company. The
book value of such instrument shall be subjected to discounting as provided

hereunder:

: \(\Q
Remaining Maturity of the instruments Rateﬁdiscount
(a) Upto one year 10 r cent

(b) More than one year but upto two years\gb i ’b\ er cent
N\ -

(c) More than two years but upto three r < . \O(\%GO per cent

HN

(d) More than three years but upto E\dgf \\Qgé\r‘sﬁgo 40 per cent
\

(e) More than four years but up@gfv%’?ga(& 20 per cent
to the extent such discounte%@&g&gg’bﬁot exceed fifty per cent of Tier |

1 Q9 N
capital; \}o Qg, @Q

(xxviii) “Substantial interest” mg@nsofholqg of a beneficial interest by an

individual or his spousegbr n@b% Q@% whether singly or taken together in the
LA &) ’

shares of a compag@?f‘u@ﬁn%ﬁat paid up on which exceeds ten per cent of the

paid-up capitak@e(o@émpcého
partnership fil:m;@@(b(b(& (19(1/
(xxix) “Syste;&té%ll&@mgoﬂa@non-deposit taking non-banking financial company”,
L7 N O S : : : : :
meg&@a @énb\gdle@ inancial company not accepting / holding public deposits

N D <O
a?& \\% \tﬁ)é%sets of 500 crore and above as shown in the last audited

bale;ﬁc@&ﬁe\gi‘

(xxx) “Tier | Ca%(qal” means owned fund as reduced by investment in shares of other

)%or the capital subscribed by all the partners of a

non-banking financial companies and in shares, debentures, bonds, outstanding
loans and advances including hire purchase and lease finance made to and
deposits with subsidiaries and companies in the same group exceeding, in
aggregate, ten per cent of the owned fund;
(xxxi) “Tier Il capital” includes the following:
i.preference shares other than those which are compulsorily convertible into

equity;



ii.revaluation reserves at discounted rate of fifty five percent;

iii. General provisions (including that for Standard Assets) and loss reserves to
the extent these are not attributable to actual diminution in value or
identifiable potential loss in any specific asset and are available to meet
unexpected losses, to the extent of one and one fourth percent of risk
weighted assets;

iv.hybrid debt capital instruments;

v.subordinated debt; and
to the extent the aggregate does not exceed Tier | capital.

4. Words or expressions used in these Directions but not defined herein %gd defined
in the RBI Act shall have the same meaning as assigned to them in tt{glﬁ?&l Act. Any
other words or expressions not defined in the RBI Act shallgaveolﬁébsame meaning
as assigned to them in the Factoring Regulation Agt\,\%@ﬂéﬁ)ny words or
expressions used and not defined in these directionqs),&& irg@e(\l%B(}/Act or any of the
Directions issued by the Bank, shall have the {@a%@}; é'egpectively assigned to
them under the Companies Act, 1956 or Co@m‘éﬁr%@é‘@%OB (Act 18 of 2013) as
the case may be. 9\0 % &

XY o2
: & 0 P : :
5. In exercise of the pow%écc{(ﬁeqé under clause (b) of sub-section (1) of section

45—IA of the RBI Acté @t Cp%wers enabling it in that behalf, the Bank, hereby

specifies two hungfe\%@%(%pé%s@s the Net Owned Fund (NOF) required for a non-

banking finarg(al e\gﬁapa@? Eg?bmmence or carry on the business of non-banking

financia%@ﬁ%&,\@ﬂg&{wherever otherwise a specific requirement as to NOF is
rescr

p esc@b&@@oﬁ}@g’g@

N
Provided &é?%@%n-banking financial company holding a Certificate of Registration

(CoR) issued %y the Bank and having NOF of less than two hundred lakhs of rupees,
may continue to carry on the business of non-banking financial institution, if such

company achieves NOF of two hundred lakh of rupees before April 1, 2017.

It will be incumbent upon such NBFCs, the NOF of which currently falls below %200
lakh, to submit a statutory auditor's certificate certifying compliance with the

prescribed levels by the end of the period as given above.
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NBFCs failing to achieve the prescribed level within the stipulated period shall not be
eligible to hold the CoR as NBFCs.

5A. Investment in applicable NBFCs from FATF non-compliant jurisdictions:

(i) Investments in applicable NBFCs from FATF non-compliant jurisdictions shall not
be treated at par with those from the compliant® jurisdictions. In terms of directions
issued vide circular DOR.CO.LIC.CC No0.119/03.10.001/2020-21 dated February 12,

2021, new investors from or through non-compliant FATF jurisdictions, whether in

existing NBFCs or in companies seeking Certification of Registration (COR), should
not be allowed to directly or indirectly acquire ‘significant influence’ in th&investee,
as defined in the applicable accounting standards. In other words, @u investors
(directly or indirectly) from such jurisdictions in aggregate houldei;)% less than the
threshold of 20 per cent of the voting power (including pot@ﬁt@%t@r power?) of the
NBFC. \@ 6\(0 %\
& &\° ,\\o°

(i) Investors in existing NBFCs holding their |n(e(stm\e9ts&|or to the classification of
the source or intermediate jurisdiction/s asqﬁ\T@(?io@pompllant may continue with
the investments or bring in additional m@st&}‘én@\s per extant regulations so as to

support continuity of business in Ind{@oQ. QQ

Q_
\&@ /7

S%Q@O @ﬁ\@rudentlal Issues

\6 apter - IV
% ential Regulations

6. Leverage Ratm&\ﬁ\w¥ "0(& (1/ (b

The |everag%x¥at|8?§;) a@gpp@éble NBFC (except NBFC-MFIs and NBFC-IFCs) shall
not b(gt:\@é t@ 7\ s3@%omt of time, with effect from March 31, 2015.

In respeét(\ ({l@BF@s primarily engaged in lending against gold jewellery (such loans
comprising S@percent of more of their financial assets) they shall maintain a

minimum Tier | capital of 12 per cent.

3 The Financial Action Task Force (FATF) periodically identifies jurisdictions with weak measures to combat money laundering and
terrorist financing (AML/CFT) in its following publications: i) High-Risk Jurisdictions subject to a Call for Action, and ii) Jurisdictions
under Increased Monitoring. A jurisdiction, whose name does not appear in the two aforementioned lists, shall be referred to as a FATF
compliant jurisdiction.

4 Potential voting power could arise from instruments that are convertible into equity, other instruments with contingent voting rights,
contractual arrangements, etc. that grant investors voting rights (including contingent voting rights) in the future. In such cases, it should
be ensured that new investments from FATF non-compliant jurisdictions are less than both (i) 20 per cent of the existing voting powers
and (ii) 20 per cent of existing and potential voting powers assuming those potential voting rights have materialised.
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7. Income recognition

(1) The income recognition shall be based on recognised accounting principles.

(2) Income including interest/ discount/ hire charges/ lease rentals or any other
charges on NPA shall be recognised only when it is actually realised. Any such
income recognised before the asset became non-performing and remaining
unrealised shall be reversed.

(3) In cases of loans where moratorium has been granted for repayment of interest,
the interest income may be recognised on accrual basis for accounts which continue
to be classified as ‘standard’.

(4) If loans with moratorium on payment of interest (permitted at the ti(@bg\of sanction
of the loan) become NPA after the moratorium period is oveg the @&talized interest

N\
corresponding to the interest accrued during such mog@@%{i@& need not be

@ W0 ..
reversed. @,& & &
NENEY
@& > O
8. Income from investments N RS
ESIEO
(1) Income from dividend on shares of co ra{b(zbo@'ps and units of mutual funds

o @ O
shall be taken into account on cash basis?’ Q)@ \Q}\\
Provided that the income from dc@\w&%r@gares of corporate bodies shall be
taken into account on accrual isawhemsuch dividend has been declared by the
SO v

corporate body in its annl.@&g%d%r%"h?eeting and the applicable NBFC'’s right to

D" &
receive payment is esta@@h\é@.\ 0(&@
9 @ 9
&‘Q ,0"0 /
(2) Income from b@n% n%(@% %res of corporate bodies and from Government

N .
securities/bog%s éf%\ll g@?ikgh into account on accrual basis:

A\ A\
Provid abthe inter rate on these instruments is pre-determined and interest is
e@%\o@i. dntergst p

NAROEEC
serviced regul is not in arrears.

(3) Income o?(bsecurities of corporate bodies or public sector undertakings, the
payment of interest and repayment of principal of which have been guaranteed by
Central Government or a State Government shall be taken into account on accrual

basis.

12



9. Accounting standards
NBFCs that are required to implement Indian Accounting Standards (Ind AS) as per
the Companies (Indian Accounting Standards) Rules, 2015 shall prepare their
financial statements in accordance with Ind AS notified by the Government of India
and shall comply with the regulatory guidance specified in Annex XX of these
Directions. Disclosure requirements for notes to accounts specified in these
directions shall continue to apply. Other NBFCs shall comply with the requirements
of notified Accounting Standards (AS) insofar as they are not inconsistent with any of
these directions.
_ _ <O

10. Accounting of investments 617\
(1) (i) The Board of Directors of every applicable NBF%shagfb(gme investment

policy for the company and shall implement the samé; @0 N4

(i) The criteria to classify the investment%@ht%\%uregg\f and long term

(\
investments shall be spelt out by the Boar&‘é%gé%@%any in the investment
: <9
policy; @@0 (b& Q\\
(iii) Investments in securities shall(bgéaci%&iﬁ\@)@)nto current and long term, at
N
the time of making each investlg&t;%e} &’b
: . QO 0% O
(iv) In case of inter-class tr%o’Sfe;Q‘ QL
(a) There shall beﬁ@\&s%@ﬁtrg_@?er on ad-hoc basis;
(b) such trans{fbe}?*lf\{eg’rrgﬂ{gd, shall be effected only at the beginning of
N
each ha@e%g%%&ril 1 or October 1, with the approval of the Board;
AN
(c) the'an q%e tg thgu be transferred scrip-wise, from current to long-
7 O
r Vi rsqar, at book value or market value, whichever is lower;
RSIANGE
é@ g}é\deﬁcig?l‘on, if any, in each scrip shall be fully provided for and
RS . .
$§\ \és\geé%@%@%n, if any, shall be ignored;
’@Q{Zﬁ%@preciation in one scrip shall not be set off against appreciation
A\
3 bif}\?)another scrip, at the time of such inter-class transfer, even in

respect of the scrips of the same category.

(2) (i) Quoted current investments shall, for the purposes of valuation, be grouped
into the following categories, viz.
(a) equity shares,
(b) preference shares,

(c) debentures and bonds,

13



(d) Government securities including treasury bills,

(e) units of mutual fund, and

(f) others.
(i) Quoted current investments for each category shall be valued at cost or market
value whichever is lower. For this purpose, the investments in each category shall
be considered scrip-wise and the cost and market value aggregated for all
investments in each category. If the aggregate market value for the category is less
than the aggregate cost for that category, the net depreciation shall be provided for
or charged to the profit and loss account. If the aggregate market value for the
category exceeds the aggregate cost for the category, the net appreciation shall be
ignored. Depreciation in one category of investments shall not beé@?oﬁ against

appreciation in another category. @(b
N\

nquoted equity shares in the nature of current inves s‘shall be valued a
(3) U ted ity sh in th t f t'\ ;r;&tf&llb lued at
N\ Y
cost or breakup value, whichever is lower. Hsa%{@,bg\gﬁ?cable NBFCs may
substitute fair value for the breakup value of {h@s@&es\éff considered necessary.
(72) \\

O
Where the balance sheet of the investeexgﬁ'm@ﬁy{'(sgot available for two years,
such shares shall be valued at one Rupg@%%&.@\%\\o
RN RN
O 0@ O
'@C%e/ngiuﬁrof current investments shall be valued
, S O
at cost or face value, whlchev@ls@ergg
x< @0 Q)(b
. 2 N \@ .
(5) Investments in ur@%tg@ Gg&ernment securities or Government guaranteed
bonds shall be val@%gbc}%ryi}% cost.
/ @ "b(& Qq’
(6) Unquote%ﬁhv@g‘h '\'@«t e units of mutual funds in the nature of current

> -
investme&@ sr@ﬁ\béﬁaléd at the net asset value declared by the mutual fund in
NP
respe@ofg&h&ﬁ%@%r scheme.
’\6\.(\(0 d

N
(7) Comméfci pers shall be valued at carrying cost.

(4) Unquoted preference shares

(8) A long term investment shall be valued in accordance with the Accounting
Standard issued by ICAI.

Note: Unquoted debentures shall be treated as term loans or other type of credit
facilities depending upon the tenure of such debentures for the purpose of income

recognition and asset classification.
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11. Need for policy on demand/ call loans

(1)

(2)

The Board of Directors of every applicable NBFC granting/intending to grant

demand/call loans shall frame a policy for the company and implement the

same.

Such policy shall, inter alia, stipulate the following -

(i)

(ii)

(iif)
(iv)

A cut-off date within which the repayment of demand or call loan shall
be demanded or called up;

The sanctioning authority shall, record specific reasons in writing at the
time of sanctioning demand or call loan, if the cut-off date for
demanding or calling up such loan is stipulated beyond a period of one
year from the date of sanction; \@Q
The rate of interest which shall be payable on such Io@y%
Interest on such loans, as stipulated shall b@ﬁ?@%@]&%er at monthly
or quarterly rests; ,&@ 6\(0 @«

The sanctioning authority shall, reco@s%&b{lﬁ%@asons in writing at the
time of sanctioning demand or c@?‘lo@l? @ﬁ) interest is stipulated or a
moratorium is granted for any;?er@@

A cut-off date, for rewevbﬁ pg&‘or@%ce of the loan, not exceeding six
months commencm%dﬁ)m@reQ&e of sanction;

Such demand o@\all @n@@%all not be renewed unless the periodical

review has sb}s%(/n@ghs@b ory compliance with the terms of sanction.
@ 0%0@

12. Asset ClaSSIfléa‘? / ({/b

The asset cla flcQ®n 5@%13% given below shall apply to every applicable NBFC

(except N%E@ glﬂsbo

(1) Every

erQBgQ sk@P after taking into account the degree of well-defined credit
weakne@s @% Sgﬁnt of dependence on collateral security for realisation, classify

its lease/hi %@*%hase assets, loans and advances and any other forms of credit into

the following classes, namely:

(i) Standard assets;

(i) Sub-standard assets;

(iii) Doubtful assets; and

(iv) Loss assets.
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(2) The class of assets referred to above shall not be upgraded merely as a result of

rescheduling, unless it satisfies the conditions required for the upgradation.

(3) (i) Standard asset shall mean the asset in respect of which, no default in
repayment of principal or payment of interest is perceived and which does not

disclose any problem or carry more than normal risk attached to the business;

(i) "sub-standard asset" shall mean:
(a) an asset which has been classified as non-performing asset for a period not
exceeding 18 months;

: \(\Q
(b) an asset where the terms of the agreement regarding interest %;RT or principal
have been renegotiated or rescheduled or restructured Qﬁter encement of
operations, until the expiry of one year of satlsfact@,(? p@on‘&?ﬁce under the

& o
renegotiated or rescheduled or restructured terms: ’b Qb\ (\9
@Q N \\O
K \QO
Provided that the classification of mfrastructx_ﬁ’eQI)@gn\éaa sub-standard asset shall
be in accordance with the provisions of\g\g?%g&&h ,’Q@of the Directions;
o) % Q
\§ Q~ Q
(iiif) "doubtful asset" shall mean: &@ / GQ‘
a. atermloan, or QQ ,(}
x@ <b
b. alease ass&g@’r Q\
c. ahire pur@aas@ss@f’or
d. any o;her @@ek& (19(1/
w@&ﬁ ré@ﬁalg@a syb-standard asset for a period exceeding 18 months;
|v) loss Q@J\et Qp\oll\ﬁyga@
an&ss@gNg:é%dég been identified as loss asset by the non-banking financial
companyq(\(ﬁs ugérnal or external auditor or by the Bank during the inspection of the

applicable N%% to the extent it is not written off by the applicable NBFC; and
(b) an asset which is adversely affected by a potential threat of non-recoverability
due to either erosion in the value of security or non-availability of security or due to

any fraudulent act or omission on the part of the borrower.

(v) Non-Performing Asset (referred to in these Directions as “NPA”) shall mean:
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a) an asset, in respect of which, interest has remained overdue for a period of
six months or more;

b) a term loan inclusive of unpaid interest, when the instalment is overdue for a
period of six months or more or on which interest amount remained overdue
for a period of six months or more;

c) a demand or call loan, which remained overdue for a period of six months or
more from the date of demand or call or on which interest amount remained
overdue for a period of six months or more;

d) a bill which remains overdue for a period of six months or more;

e) the interest in respect of a debt or the income on receivables und% the head
‘other current assets' in the nature of short term loans / ado ces, which
facility remained overdue for a period of six months orbmore@(b

f) any dues on account of sale of assets or services R@% Q{(lrelmbursement
of expenses incurred, which remained overdu%%rg{bpe of six months or
more; @Q ‘\\Q \\

g) the lease rental and hire purchase mstq&e \l‘v\@éh has become overdue for
a period of twelve months or more; ‘QAQQ) \O(\

h) in respect of loans, advaans\Qa & o@@f credit facilities (including bills
purchased and dlscountedédhe @'Iaqﬁgoutstandmg under the credit facilities
(including accrued mter@% r@ﬁde m%llable to the same borrower / beneficiary
when any of the ab@%’ C{eﬁ’ t f&?tles becomes non-performing asset;

@® Q}Q C’(b

Provided that in tﬁ@ a§°é f/leage and hire purchase transactions, an applicable
NBFC shall cl@lf&@cl@\ch account on the basis of its record of recovery.

&\Q’ cP &
12A. @fl{;ﬁl()@ o@sset Classficiation, etc. °
The mst(& @8leven below shall apply to every applicable NBFC, including
NBFC-MFIS 6\6
(1) An amount is to be treated as overdue if it is not paid on the due date fixed by the
NBFC. The exact due dates for repayment of a loan, frequency of repayment,
breakup between principal and interest, examples of SMA/ NPA classification dates,
etc. shall be clearly specified in the loan agreement and the borrower shall be

apprised of the same at the time of loan sanction and also at the time of subsequent

5 Vide circulars DOR.STR.REC.68/21.04.048/2021-22 dated November 12, 2021 and DOR.STR.REC.85/
21.04.048/2021-22 dated February 15, 2022
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changes, if any, to the sanction terms/ loan agreement till full repayment of the loan.
In cases of loan facilities with moratorium on payment of principal and/ or interest,
the exact date of commencement of repayment shall also be specified in the loan
agreements. In case of existing loans, compliance to these instructions shall
necessarily be ensured as and when such loans become due for renewal/ review.

(2) Every NBFC shall recognise incipient stress in loan accounts, immediately on
default, by classifying such assets as special mention accounts (SMA) as per the
categories specified in para 1.1.1 of Annex XVIII of these directions.

(3) The above instructions on SMA classification of borrower accounts are applicable
to all loans, including retail loans, irrespective of size of exposure of ge lending
institution. &‘\Q
(4) The borrower accounts shall be flagged as overdue by t%e Iengb% institutions as
part of their day-end processes for the due date, irrespe@%@?%{hbme of running
such processes. Similarly, classification of borroweggﬁtc@t%@s SMA as well as
NPA shall be done as part of day-end process f%@%eotét%é’ date and the SMA or
NPA classification date shall be the calenda&)@%tgb@‘r @ﬁch the day end process is
run. In other words, the date of SMA/NPAQS%&&%{@M asset classification status
of an account at the day-end of that c%&%g@%a@fé\
Example: If due date of a {O%&%g&%@%arch 31, 2021, and full dues are not
received before the leng:l@é {\é(fﬁu%@? runs the day-end process for this date,
the date of overdue (g@g’]l. \Q@cﬂ(g%% 31, 2021. If it continues to remain overdue,
then this accoun%%%alé@%%@@ged as SMA-1 upon running day-end process on
April 30, 2024\\?\.\\9 @%&o Com@eﬁon of 30 days of being continuously overdue.
Accordir@yf@@?a & éﬁA-1 classification for that account shall be April 30,
2021,@ & 9 e

i@%ﬁ@@/%{& C.;@oum‘ continues to remain overdue, it shall get tagged as
S é@%@nnmg day-end process on May 30, 2021 and if continues to

remai%\%vg?due further, it shall get classified as NPA upon running day-end
process as per extant asset classification norms.
(5) Loan accounts classified as NPAs may be upgraded as ‘standard’ asset only if
entire arrears of interest and principal are paid by the borrower. NBFCs shall have
time till September 30, 2022 to put in place the necessary systems to implement this

provision.
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In case of borrowers having more than one credit facility, loan accounts shall be
upgraded from NPA to standard asset category only upon repayment of entire
arrears of interest and principal pertaining to all the credit facilities. With regard to
upgradation of accounts classified as NPA due to restructuring, non-achievement of
date of commence of commercial operations (DCCO), etc., the instructions as
specified for such cases shall continue to be applicable.

(6) Consumer Education on SMA/ NPA

With a view to increasing awareness among the borrowers, NBFCs should place
consumer education literature on their websites, explaining with examples, the
concepts of date of overdue, SMA and NPA classification and upgracégtion, with
specific reference to day-end process. NBFCs shall also consider d({gﬁaying such
consumer education literature in their branches by means_of poﬁt&s and/or other
appropriate media. Further, it shall also be ensured th& @?@b(bnt-line officers
educate borrowers about all these concepts, with res}%ctét@loa;}s availed by them,

) ) ) (%) .
at the time of sanction/disbursal/renewal of Ioans.@Q O&\Q C’)\\O

e~
S & &8
NRN
13. Provisioning requirements (b(o R \O(\
X
The provisioning requirements as givgﬁ%eé@% %@ﬂ apply to every applicable NBFC
O O
(except NBFC-MFIs): @c}\ /Q~ QP
Every applicable NBFC shalﬁl@f‘tgsotal%ﬁs into account the time lag between an
account becoming non-%@%rr\(@%,gﬂé@recognition as such, the realisation of the
security and the erosigﬁyo&egwn the value of security charged, make provision
A7 N
against sub-standard @%’S&t
P\

&Qq/bdbtful assets and loss assets as provided
hereunder:-

Q Vv
$Q S (t%Q O
oans, a C © credit facilities inclu Ing DIlIs purchased an iscounted-
L dygfh esa %('\r dit facilities including bill hased and di d

(1) T&g@\r&@@iogm\gc@uirement in respect of loans, advances and other credit
facilitiesi@%[ gg@s purchased and discounted shall be as under:
(i) Logs\éﬁqéts The entire asset shall be written Ooff.
If the assets are permitted to remain in the
books for any reason, 100 per cent of the
outstanding shall be provided for;
(ii) Doubtful Assets (a) 100 per cent provision to the extent to
which the advance is not covered by the
realisable value of the security to which the

applicable NBFC has a valid recourse shall
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be made. The realisable value is to be
estimated on a realistic basis;

(b) In addition to item (a) above, depending
upon the period for which the asset has
remained doubtful, provision to the extent of
20 per cent to 50 per cent of the secured
portion (i.e. Estimated realisable value of the

outstanding) shall be made on the following

basis:-
Period for which the asset has Per cent of provision
been considered as doubtful &}\Q
Up to one year 26)2)(0

o R

One to three years 6@0 @ (qu
More than three years ,&@ 6\(0 @5%
(iii) Sub-standard assets QQ /\ber@%l provision of 10 per

Q \L‘(‘Q{t of total outstanding shall
\Q Q) OQBe made.
(2) Lease and hire purchase assets T@‘é\p%ﬁ}is@@?w requirements in respect of hire
purchase and leased assets shall bfé\asﬁ'nd@@'
(i) Hire purchase assets QTn c&p%epof hire purchase assets, the total dues
(overdue and futu@g’n@‘fﬁneﬂfs taken together) as reduced by
(a) the fmg??}eé&%& not credited to the profit and loss account and
carﬁ& oﬁ’/ardfas(-ghmatured finance charges; and
@heg\@reﬁ’ét\%;j%lue of the underlying asset shall be provided for.
&\Q’ S
@knqﬁh Ea}r L@qurpose of this paragraph,
1 "ZShSerrec:lated value of the asset shall be notionally computed as
<<\ zﬁ%e original cost of the asset to be reduced by depreciation at the
rate of twenty per cent per annum on a straight line method; and
2. in the case of second hand asset, the original cost shall be the

actual cost incurred for acquisition of such second hand asset.

Additional provision for hire purchase and leased assets
(ii) In respect of hire purchase and leased assets, additional provision shall be

made as under:
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(e)

Where hire charges or lease rentals are overdue

upto 12 months Nil
Where hire charges or lease rentals are overdue 10 per cent of the
for more than 12 months upto 24 months net book value
Where hire charges or lease rentals are overdue 40 per cent of the
for more than 24 months but upto 36 months net book value
Where hire charges or lease rentals are overdue 70 per cent of the
for more than 36 months but upto 48 months net book value
Where hire charges or lease rentals are overdue 100 per cent of the
for more than 48 months net book value
O

R\
(iii) On expiry of a period of 12 months after the due date of the I% instalment of

hire purchase/leased asset, the entire net book value shall b@,fullbg?qx./)ided for.

Notes:

O &)
>
52 & D
N
> O P
0" & O
S & S
& <
The amount of caution money/marqﬁ\ \r security deposits kept by

the borrower with the applica%léﬂ%ﬁ) (LbQ\Q%rsuance of the hire purchase
agreement may be deduc:Lg@(‘a @‘agst@ggb\ provisions stipulated under clause
(i) above, if not alread\‘p%gen i%tg‘account while arriving at the equated
monthly instalmer:i&&d@@th%c%reement. The value of any other security
available in p &a%éei%ﬁle hire purchase agreement shall be deducted
only against\%e%@viﬁgqﬁs stipulated under clause (ii) above.

The ampﬁ@@s%@ﬁ%ﬁposits kept by the borrower with the applicable
NBI@n@%’s&&%\%to the lease agreement together with the value of any
@%&&\é\i@%\oé‘ailable in pursuance to the lease agreement shall be

X
$\ d@%@?&@fagainst the provisions stipulated under clause (ii) above.
3. N Ié(’is\%‘l@‘tﬁed that income recognition on and provisioning against NPAs are

two &ferent aspects of prudential norms and provisions as per the norms
are required to be made on NPAs on total outstanding balances including
the depreciated book value of the leased asset under reference after
adjusting the balance, if any, in the lease adjustment account. The fact that
income on an NPA has not been recognised shall not be taken as reason
for not making provision.

An asset which has been renegotiated or rescheduled as referred to in

paragraph 12(3)(ii)(b) of these Directions shall be a sub-standard asset or
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continue to remain in the same category in which it was prior to its
renegotiation or re-schedulement as a doubtful asset or a loss asset as the
case may be. Necessary provision shall be made as applicable to such
asset till it is upgraded.

5. The balance sheet to be prepared by the NBFC shall be in accordance with
the provisions contained in sub-paragraph (2) of paragraph 17 of the
Directions.

6. All financial leases written on or after April 1, 2001 shall attract the
provisioning requirements as applicable to hire purchase assets.

. &

14. Standard asset provisioning K&\

Every applicable NBFC shall make provision for standard a%sets &%.25 per cent of

the outstanding, which shall not be reckoned for arrivin qfn@@%&&The provision

towards standard assets need not be netted from gr%%{zed&&]cgg«but shall be shown
separately as 'Contingent Provisions against StaQ@ﬁrd §§g§9n the balance sheet.

N

15. Guidelines on Liquidity Risk Manag}e_:ﬁ?e&@%};3

Applicable NBFCs having an asset s{i@o&éﬂ Og@rore and above, as per their last
audited balance sheet, shall an)tﬁéorthg)Q@eQ set of liquidity risk management
guidelines as detailed in Ann ﬁg@%e&@%irections. However, these guidelines will
not apply to Type | NBF%}QD&%;CNg@%perating Financial Holding Companies and
Standalone Primary ‘Déﬁe@‘q%dp\be the responsibility of the Board of each NBFC
to ensure that the@ﬁj ljﬁ%s are q/ahered to. The internal controls required to be put

/ Q
in place by N$QEC$(\GS ;@Q&e@e guidelines shall be subject to supervisory review.

work

N
Further, a&(é g@te@@(f(\%{ﬁﬁence, all other NBFCs are also encouraged to adopt

these@\e@%s f{t}lig{gﬁty risk management on voluntary basis.
A\S) (\c’ ®)
’\6\.(\(0 d

A\
16. Multipié %@E’Cs
Applicable NBFCs that are part of a corporate group or are floated by a common set
of promoters shall not be viewed on a standalone basis. The total assets of the
NBFCs in a group including deposit taking NBFCs, if any, shall be aggregated to
determine if such consolidation falls within the asset sizes of the two categories i.e.
those with asset size of below ¥500 crore and those with asset size of ¥500 crore

and above. The regulations as applicable to the two categories shall be applicable to

& Type | NBFC-ND as defined in RBI press release dated June 17, 2016.
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each of the non-deposit taking NBFC within the group. For this purpose, Statutory
Auditors are required to certify the asset size of all the NBFCs in the Group.
However, NBFC-D, within the group, if any, shall be governed under the Non-
Banking Financial Companies Acceptance of Public Deposits (Reserve Bank)
Direction 2016 and Non-Banking Financial Company - Systemically Important Non-
Deposit taking Company and Deposit taking Company (Reserve Bank) Directions,

2016 as applicable to deposit taking NBFCs.

17. Disclosure in the balance sheet
(1) Every applicable NBFC shall separately disclose in its balance sheet the

provisions made as per these Directions without netting them from \tBe come or

against the value of assets. Q)’bo

\

e
e@rk of account as

- R O
(2) The provisions shall be distinctly indicated under S@{Qra@h
N4 2%

under:- > O &
(i) provisions for bad and doubtful debts;(\aﬁg o) &60

(i) provisions for depreciation in invest@?é%é\ »
VR Q
& P

(3) Such provisions shall not be app@ﬁriqioéh f@’ﬁh the general provisions and loss

O
reserves held, if any, by the appli%@’;;re/ﬁq_QQ
Q\& . OQ "OQ
(4) Such provisions for eac%@eaéc?h%‘be debited to the profit and loss account. The
QAN
excess of provisions, {&%n@\%@s@under the heads general provisions and loss

.

reserves may be w. sh bé%k yv%ogt making adjustment against them.

/ @rb (\* Qq’

18. Accounti\@ﬁy@? ((\Q(b\q?/

(1) Eves%\&(gg@p\gg@%ggc shall prepare its balance sheet and profit and loss
accouﬁ\a%Qno&gbﬁ%1 every year. Whenever an applicable NBFC intends to
extend tl %bits balance sheet as per provisions of the Companies Act, 2013, it
shall take pricm(‘gpproval of the Bank before approaching the Registrar of Companies
for this purpose.

(2) Even in cases where the Bank and the Registrar of Companies grant extension of
time, the applicable NBFC shall furnish to the Bank a proforma balance sheet
(unaudited) as on March 31 of the year and the statutory returns due on the said
date. Every applicable NBFC shall finalise its balance sheet within a period of 3

months from the date to which it pertains.
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18A. Declaration of dividend by applicable NBFCs:

NBFCs shall comply with the following guidelines to declare dividends.

(1)  The Board of Directors, while considering the proposals for dividend, shall
take into account each of the following aspects:

(a) Supervisory findings of the Reserve Bank on divergence in classification and
provisioning for Non-Performing Assets (NPAs).

(b)  Qualifications in the Auditors Report to the financial statements.

(c) Long term growth plans of the NBFC.

(2)  Only NBFCs that meet the following minimum prudential requirg@nts shall
A\

declare dividend: ’b&

- s P
a) NBFCs shall have met the minimum capital reqqufhe@@%&ﬁ@dmg leverage
ratio wherever applicable) prescribed under tl;g'@ ﬁer@i ection in each of
(\
the last three’ financial years includingﬁég%os@%ncé}@ year for which the
dividend is proposed. S & O‘\@
: Q"o .
b) The net NPA ratio shall be less tlgoé% %g)pe(@ent in each of the last three
, : Q7 T X : o :
years, including as at the cloi\és\of%@‘re @nmal year for which dividend is
proposed to be declared. Q)&O ngqu
. /
c) NBFCs shall comply wit@%‘e\(@'o% ns of Section 45 IC of the Reserve Bank
L7 A0
of India Act, 1934. 22 O QP
o &

05 <
d) NBFCs shall be%t&ng@nt@h the prevailing regulations/ guidelines issued by

the Reservé\‘@&mg%&The B“gserve Bank shall not have placed any explicit
restrictiqns/o e éﬁ%dﬁ%f dividend.
(3) NBE&$H@\6@§\ tb'éqe]igibility criteria specified in paragraph (2) above can
decla@@i@\b@%&)@to\qﬁ?ﬂdend payout ratio of 50 per cent. There will be no ceiling
on divid@g@ﬁn&@tio for eligible NBFCs that do not accept public funds and have
no customgr\i ace.
(4) An NBFC which does not meet the applicable capital ratio (including leverage
ratio wherever applicable) requirements and/ or the net NPA ratio requirement as
above, for each of the last three financial years, shall be eligible to declare dividend,
subject to a cap of 10 per cent on the dividend payout ratio, provided the NBFC

complies with both the following conditions:

" Where an NBFC has been in existence for less than three financial years, it shall be since registration.
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a) meets the applicable minimum capital requirement (including leverage ratio
wherever applicable), as per this Master Direction, in the financial year for
which it proposes to pay dividend, and

b) has net NPA of less than four per cent as at the close of the said financial
year.

(5)  The Board shall ensure that the total dividend proposed for the financial year
does not exceed the ceilings specified in these guidelines. The Reserve Bank shall

not entertain any request for ad-hoc dispensation on declaration of dividend.

19. Schedule to the balance sheet S

Every applicable NBFC shall append to its balance sheet prescr@ég under the

Companies Act, 2013, the particulars in the schedule as set 8Ut in gﬁn:x .
éo

20. Transactions in Government securities ,&@ 6\(0 @«

Every applicable NBFC shall undertake transQﬁlogs u@@ovemment securities

through its gilt account or its demat account@é\ar@tb@' account, as permitted by

the Bank. A Q) &
,09 @Q) @)

& P

S ads
21. Loans against NBFCs own sh}\es@nq@ﬁnted

7
No applicable NBFC shall Ieno@ba@@t n,;ﬂ%vn shares.
\® o
@
\K \@
22. Loans against seg$t&o @ﬁg

Applicable NBFCW&@%S t/smébof %100 crore and above lending against the

collateral of |IS sE@res@m%ng

(i) nl%ﬁtan'bé L@ﬂ%@\/alue (LTV) ratio of 50 per cent for loans granted against
@a{g}@ @ghares LTV ratio of 50 per cent is required to be maintained

at™ y( e%GAny shortfall in the maintenance of the 50 per cent LTV occurring

on ac@'ﬁnt of movement in the share prices shall be made good within 7

working days.

(ii) in case where lending is being done for investment in capital markets, accept
only Group 1 securities (specified in SMD/ Policy/ Cir - 9/ 2003 dated March
11, 2003 as amended from time to time, issued by SEBI) as collateral for

loans of value more than 5 lakh, subject to review by the Bank.
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(iii) report on-line to stock exchanges on a quarterly basis, information on the
shares pledged in their favour, by borrowers for availing loans in format as

given in Annex IV.

23. Concentration of credit/ investment for applicable NBFC
(1) An applicable NBFC which is held by an NOFHC shall not
(i) have any exposure (credit and investments including investments in the
equity/ debt capital instruments) to the Promoters/ Promoter Group entities or
individuals associated with the Promoter Group or the NOFHC;
(i) make investment in the equity/ debt capital instruments in any of the financial

entities under the NOFHC; \1;59

(iii) invest in equity instruments of other NOFHCs. Q)@Q
Explanation: For the purposes of this paragraph, the e{gp é@%nrf@romoter and
'Promoter Group' shall have the meanings as&gne(g% thp\Se @xpressmns in the
"Guidelines for Licensing of New Banks in the Prl@e SSct@)ﬂ\ssued by the Bank -
Annex V. N @Q\b Q\®
<> <2>
24. Information with respect to chang(Q Q}%d{&ss directors, auditors, etc. to
be submitted \§ Q. @Q
Every applicable NBFC shalbéom m&é&e not later than one month from the
occurrence of any change u® \ Q)"b%
(i) the complete pe@@ @rg@ telephone number/s and fax number/s of the
registered/ 9{)@0;5& o
(i) the names an% s@th%uddresses of the directors of the company;
(iii) the rj\q}ﬁesca\ddﬁé off%lal designations of its principal officers;
(iv) Q@n@% @u (gtb%e address of the auditors of the company; and
(V) g@pe@ng@%gnatures of the officers authorised to sign on behalf of the
conﬁoén%\
to the Regional Office of the Department of Supervision of the Bank under whose

jurisdiction it is registered.

25. Norms for restructuring of advances

Norms for restructuring of advances by applicable NBFCs are as set forth in Annex
VI. For projects under implementation, the instructions in Annex VI and circular
DoR.NBFC (PD).CC.N0.110/03.10.001/2019-20 dated April 17, 2020 on ‘Prudential
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Norms on Income Recognition, Asset Classification and Provisioning Pertaining to

Advances - Projects under Implementation’ shall be applicable.

26. Flexible Structuring of Long Term Project Loans to Infrastructure and Core
Industries

Norms for Flexible Structuring of Long Term project loans to Infrastructure and Core
Industries by applicable NBFCs shall be on the lines of the norms specified by the

Bank for banks as modified and set forth in Annex VII.

27. Loans against security of single product - Gold Jewellery

(1) (a) All applicable NBFCs shall \&9
(i) maintain a Loan-to-Value (LTV) Ratio not exceeding 75 per cen%’é*\loans granted
against the collateral of gold jewellery; Qb NG

> Vv
Provided that the value of gold jewellery for the\gurp%g d’fl/Qdetermining the
N\ Y
maximum permissible loan amount shall be the i&%&Q\Qa\\I@@%of the gold content
therein and no other cost elements shall be adgé% t@&e,t\gz(’fhe intrinsic value of the
S QO
gold jewellery shall be arrived at as detailedd,@ p@@grgg?@) below.

(ii) disclose in their balance sheet the p@g%@ge\@éguch loans to their total assets.
RN
(b) NBFCs shall not grant any&@%n&e’a&@%t bullion / primary gold and gold coins.
The NBFCs shall not grant\@qug@tcl)qg@?’ for purchase of gold in any form including
& .
primary gold, gold bulliga, ‘§1 jewellery, gold coins, units of Exchange Traded
s, O B

O
Funds (ETF) and g&'{bgof(g&d/r%t%al fund.

/ ° (\* Qq’
o PV
2) Venﬂcat.%n\q%}@ g@?eréhno of Gold

{7 N
(a) Whg@%@ql{%&ho%%&ry pledged by a borrower at any one time or cumulatively

N
on lo

gﬂ\st%(\%ﬁr@&s more than 20 grams, NBFCs shall keep a record of the
verificatiBn({(ﬁ‘\ th\e,bownership of the jewellery. The ownership verification need not
necessarily b@rbthrough original receipts for the jewellery pledged but a suitable
document shall be prepared to explain how the ownership of the jewellery has been
determined, particularly in each and every case where the gold jewellery pledged by
a borrower at any one time or cumulatively on loan outstanding is more than 20

grams.
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(b) NBFCs shall have an explicit policy in this regard as approved by the Board in

their overall loan policy.

(3) Standardization of Value of Gold accepted as collateral in arriving at LTV Ratio
(@) The gold jewellery accepted as collateral by the Non-Banking Financial
Company shall be valued by the following method:

i) The gold jewellery accepted as collateral by the Non-Banking Financial
Company shall be valued by taking into account the preceding 30 days’
average of the closing price of 22 carat gold as per the rate as quoted by the
Bombay Bullion Association Ltd. (BBA) or the historical spot goldqprice data
publicly disseminated by a commodity exchange regulated %ﬁe Forward
Markets Commission.

ii) If the purity of the gold is less than 22 carats, th@% @:ﬂ translate the
collateral into 22 carat and state the exact g;g@nsbﬁ‘ thg«collateral In other
words, jewellery of lower purity of gold shalb@e @Nee}ﬁopor’uonately

iii) NBFC, while accepting gold as coII@al@%h@# give a certificate to the
borrower on their letterhead, of hayjﬁ)g %&a@the gold and state the purity
(in terms of carats) and the wei oﬁoﬁne @@H pledged.

iv) NBFCs may have swtablg}é?av&‘ts@%rotect themselves against disputes
during redemption, but @ c@?ﬂe;g??unty shall be applied both for determining
the maximum permls_,‘sqb @San%nd the reserve price for auction.

@ O

(4) Auction /\\Q %0
(a) The auction shall h% gb@(n\ﬁué@fj in the same town or taluka in which the branch
that has ex{ e&f@e {@gnr{g)rocated NBFCs can however pool gold jewellery from
different@g sq(g‘é GQ&FIC’[ and auction it at any location within the district, subject

to me m&‘@l (Gﬁ-fomﬁ’g conditions:

?hQ‘ﬁ?sJ\@gctlon has failed.

(||) The I@FC shall ensure that all other requirements of the extant directions
regarding auction (prior notice, reserve price, arms-length relationship,
disclosures, etc.) are met.

Non-adherence to the above conditions will attract strict enforcement action.
(b) While auctioning the gold the NBFC must declare a reserve price for the pledged
ornaments. The reserve price for the pledged ornaments shall not be less than 85

per cent of the previous 30 day average closing price of 22 carat gold as declared by
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the Bombay Bullion Association Ltd. (BBA) or the historical spot gold price data
publicly disseminated by a commodity exchange regulated by the Forward Markets
Commission and value of the jewellery of lower purity in terms of carats shall be

proportionately reduced.

(c) It shall be mandatory on the part of the NBFCs to provide full details of the value
fetched in the auction and the outstanding dues adjusted and any amount over and

above the loan outstanding shall be payable to the borrower.

(d) NBFCs shall disclose in their annual reports the details of the auctions.conducted
during the financial year including the number of loan account{gb%utstanding

amounts, value fetched and whether any of its sister con%erns &(ﬁicipated in the

auction. @Q QOQQ({P
O N
X P @
(5) Safety and security measures to be fow@ﬁ%%\ﬁ/cﬁb%n-Banking Financial
<

Companies lending against collateral of gold &;@%I@ O’\\
(a) Non-Banking Financial Companies, wbjak@%ir\bﬂ}e business of lending against
collateral of gold jewellery, shall ens@@(bthoéi‘ n\é}&}ssary infrastructure and facilities
are put in place, including safe dg@%%;@%u@%%d appropriate security measures for
operating the vault, in each ﬁﬁ\&lts\&ag_,eﬁes where gold jewellery is accepted as

NN S
.e{{e%uqa)% the gold jewellery accepted as collateral and

collateral. This is required @Q’s
. %}‘b e

to ensure convenience bg(r %Q&

\Q\ (b‘%\' /Q(,l(/b

/

(b) No new br@ncstggs s@’éﬁ?@b@mpened without suitable arrangements for security

and for st%@ t@g@)d)ﬂ‘(e\\g\e'ﬁery, including safe deposit vault.

’&Q.QQ’ ’& 60
N\
(6) Operﬁﬁh@éﬁg@s exceeding one thousand in number

Non—Banki%g;b@?ancial Company which are in the business of lending against
collateral of gold jewellery, shall obtain prior approval of the Bank to open branches
exceeding 1000. However, NBFCs which already have more than 1000 branches
shall approach the Bank for prior approval for any further branch expansion.
Besides, no new branches shall be allowed to be opened without the facilities for
storage of gold jewellery and minimum security facilities for the pledged gold

jewellery.
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Chapter -V
Fair Practices Code for applicable NBFC

Applicable NBFCs having customer interface shall adopt the following guidelines:
28. Applications for loans and their processing
(1) All communications to the borrower shall be in the vernacular language or a

language as understood by the borrower.

(2) Loan application forms shall include necessary information which affects the
interest of the borrower, so that a meaningful comparison with the terms and
conditions offered by other NBFCs can be made and informed decision can be taken

by the borrower. The loan application form shall indicate the documeqzt&required to

N
be submitted with the application form. @(b
,006 > q?
(3) Applicable NBFCs shall devise a system of giving a&RnQ\%@g ent for receipt of
AR

AN
all loan applications. Preferably, the time frame Wit%@W{»
disposed of shall also be indicated in the ackno&f&quﬁle\ O

Q
29. Loan appraisal and terms/conditiopbé @Q) ;\}O(\

applications will be

Applicable NBFCs shall convey in w@@%é@%a&grower in the vernacular language
as understood by the borrower‘b@%\egn%g%%nction letter or otherwise, the amount
of loan sanctioned along withfth\e%@%pgﬁ‘nd conditions including annualised rate of
interest and method of %ai@ @%\@?reof and keep the acceptance of these terms
and conditions by the@é@er@ﬁfzﬁs record. As complaints received against NBFCs
generally pertain }&f@@?@&f@& interest / penal interest, applicable NBFCs shall
mention the pgﬁ‘al.'@%r %@r ed for late repayment in bold in the loan agreement.
& 6\0 C)O @g

Borro@\@r@ ré\@be\@Iy aware of the terms and conditions of the loans including
rate of @@%té@ time of sanction of loans, either because the NBFC does not
provide de@i sb\gf the same or the borrower has no time to look into detailed
agreement. Not furnishing a copy of the loan agreement or enclosures quoted in the
loan agreement is an unfair practice and this could lead to disputes between the
NBFC and the borrower with regard to the terms and conditions. Applicable NBFCs,
shall furnish a copy of the loan agreement as understood by the borrower along with
a copy each of all enclosures quoted in the loan agreement to all the borrowers at

the time of sanction / disbursement of loans.
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30. Disbursement of loans including changes in terms and conditions

(1) Applicable NBFCs shall give notice to the borrower in the vernacular language or
a language as understood by the borrower of any change in the terms and conditions
including disbursement schedule, interest rates, service charges, prepayment
charges etc. Applicable NBFCs shall also ensure that changes in interest rates and
charges are affected only prospectively. A suitable condition in this regard must be

incorporated in the loan agreement.

(2) Decision to recall/ accelerate payment or performance under the agreement shall

be in consonance with the loan agreement.

(3) Applicable NBFCs shall release all securities on repayment of @L{Q&JGS or on
realisation of the outstanding amount of loan subject to any Iegitim%@?ight or lien for
any other claim they may have against borrower. If sugﬁ\qwooggét off is to be
exercised, the borrower shall be given notice abou;&& g@kre% \Z\)ﬁh full particulars
about the remaining claims and the conditions gé@?éros\v@%Q\Q%plicable NBFCs are
entitled to retain the securities till the relevantQ) %I@m &s%&@d/ paid.

%\Q @Q)‘?O®
31. General & 66 \(5\\
(1) Applicable NBFCs shall refraig@@ﬁe@@%nce in the affairs of the borrower

except for the purposes provi%@ in &bé t%c}fns and conditions of the loan agreement
. . AN :
(unless information, not ear,@ﬁc dlqﬁ‘o%b%oy the borrower, has been noticed).
2 N Q
WO >
(2) In case of recei%\e r‘gghesb‘ﬁ‘om the borrower for transfer of borrowal account,
/
the consent or o}%n@& {;Q éﬂ,}(gction of the applicable NBFC, if any, shall be

conveyed witgﬁ 2-@8’a ro\m:-t]ﬁe date of receipt of request. Such transfer shall be

Q> .
as per tr@%a@?ﬁcﬁﬁra@ual terms in consonance with law.
& P D
P
(3) In th@qa&l@? %ercovery of loans, an applicable NBFC shall not resort to undue
A\
harassmen(f \gq’)\,@persistently bothering the borrowers at odd hours, use muscle
power for recovery of loans etc. As complaints from customers also include rude
behaviour from the staff of the companies, applicable NBFC shall ensure that the

staff are adequately trained to deal with the customers in an appropriate manner.

(4) As a measure of customer protection and also in order to bring in uniformity with
regard to prepayment of various loans by borrowers of banks and NBFCs, applicable

NBFCs shall not charge foreclosure charges/ pre-payment penalties on any floating
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rate term loan sanctioned for purposes other than business to individual borrowers,

with or without co-obligant(s).

32. Responsibility of Board of Directors
The Board of Directors of applicable NBFCs shall also lay down the appropriate
grievance redressal mechanism within the organization. Such a mechanism shall
ensure that all disputes arising out of the decisions of lending institutions'
functionaries are heard and disposed of at least at the next higher level. The Board
of Directors shall also provide for periodical review of the compliance of the Fair
Practices Code and the functioning of the grievances redressal mechanism at
various levels of management. A consolidated report of such rev\igw% shall be
submitted to the Board at regular intervals, as may be prescribbed b%itrQ
33. Grievance Redressal Officer 6(00 @OQ%Q({P
At the operational level, all applicable NBFCs shallg’c‘}@p{@\(ﬁwg@ﬂlowing information
prominently, for the benefit of their customers@gt tb%eirgé}anches/ places where
business is transacted: Q,Q’ (bQ Q’\K
AR 20N

& 0
(1) the name and contact details (Telgpvﬁo@s I@%ile nos. as also email address) of
the Grievance Redressal Office‘r @%Oc/ﬁ%qgt%roached by the public for resolution

of complaints against the Con@%£0° %66

S O QP

S @ %
(2) If the complaint / Q&%u{@lso@% redressed within a period of one month, the
customer may apggéﬁo{b&}% Q%’ces—in-Charge of the Regional Office of Department

of Supervisiongf’the@BEnjg@vidféc‘%mplete contact details), under whose jurisdiction
the registergg%ffi\d§ogdq\g apoﬂﬁcable NBFC falls.
SRS
@D P
34. R@er\@\%@k Gﬁ‘gegrated Ombudsman Scheme, 2021
NBFCs ’bo&e@gﬂ\éﬁder the Reserve Bank — Integrated Ombudsman Scheme, 2021

shall appoint B(f?ncipal Nodal Officer in accordance with directions provided under the

said Scheme.

35. Language and mode of communicating Fair Practice Code

Fair Practices Code (which shall preferably be in the vernacular language or a
language as understood by the borrower) based on the guidelines outlined
hereinabove shall be put in place by all applicable NBFCs having customer interface

with the approval of their Boards. Applicable NBFCs will have the freedom of drafting
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the Fair Practices Code, enhancing the scope of the guidelines but in no way
sacrificing the spirit underlying the above guidelines. The same shall be put up on

their website, if any, for the information of various stakeholders.

36. Regulation of excessive interest charged by applicable NBFC

(1) The Board of each applicable NBFC shall adopt an interest rate model taking into
account relevant factors such as cost of funds, margin and risk premium and
determine the rate of interest to be charged for loans and advances. The rate of
interest and the approach for gradations of risk and rationale for charging different
rate of interest to different categories of borrowers shall be disclosed to the borrower
or customer in the application form and communicated explicitly irlgt% sanction
letter. @Q

(2) The rates of interest and the approach for gradatio%&QS‘iéO:ﬁg}}balso be made

RPN
available on the website of the companies or publigg&j\i\:ﬁh%q@levant newspapers.
The information published in the website or o(t\t{@gvis:se\ p%é?shed shall be updated
whenever there is a change in the rates of i\r&)tg%%@o \Q\
S @ WO
0 XD
(3) The rate of interest must be annu@‘s\edfoéteg@ that the borrower is aware of the
O O

exact rates that would be Chargedg@the%'cqg@h .

PSR
37. Complaints about exc%@(si\@}ntg%st charged by Applicable NBFCs

QA

The Bank has been r. .\Qﬁg\ sé)@%ral complaints regarding levying of excessive
interest and chargg\séb%r\rgéﬁ'aip%ags and advances by NBFC. Though interest rates
are not regulatgd’byé% B@?k es of interest beyond a certain level may be seen
to be excesﬁsﬁ,gn?cs(ﬁ%shg& be sustainable nor be conforming to normal financial
practic {{BQ%@Q%%%E&%bIe NBFCs shall lay out appropriate internal principles and

N
proce .rE\%Qin,bQ&e@%ing interest rates and processing and other charges. In this
N

regard, thé(éh(ig(@?nes indicated in the Fair Practices Code about transparency in

respect of terr?s and conditions of the loans are to be kept in view.

38. Repossession of vehicles financed by applicable NBFCs

(1) Applicable NBFCs must have a built-in re-possession clause in the contract/loan
agreement with the borrower which must be legally enforceable. To ensure
transparency, the terms and conditions of the contract/loan agreement shall also
contain provisions regarding:

(i) notice period before taking possession;
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(ii) circumstances under which the notice period can be waived;

(iii) the procedure for taking possession of the security;

(iv) a provision regarding final chance to be given to the borrower for repayment of
loan before the sale / auction of the property;

(v) the procedure for giving repossession to the borrower; and

(vi) the procedure for sale / auction of the property.

(2) A copy of such terms and conditions must be made available to the borrower.
Applicable NBFCs shall invariably furnish a copy of the loan agreement along with a
copy each of all enclosures quoted in the loan agreement to all the borrowers at the
time of sanction/ disbursement of loans, which forms a key comp&@% of such
contracts/ loan agreements. Q)@Q

06 G
39. Lending against collateral of Gold Jewellery é
While lending to individuals against collateral of g@ja‘ (—*e@éllgo% applicable NBFCs

shall adopt the following in addition to the genera{%%dé\n@}as above.

LS
(i) They shall put in place Board approveg\%o@?f@ndmg against gold that shall
inter alia, cover the following: (\\Q Q} \(b
& ® o

(a) Adequate steps to en%ég' thaf taé YC guidelines stipulated by RBI are
complied with and to@%s%fét@@adequate due diligence is carried out on the

customer before@@er@ngd@%/ loan,
(b) Proper assa(@g pbnéced)doré efgr the jewellery received,
(c) Internal sys’te&ﬁo,gé\hs@)wnershlp of the gold jewellery,
Adec@&e@}sts@g @storlng the jewellery in safe custody, reviewing the
$ e%@ o;& n*o?fgomg basis, training the concerned staff and periodic
X ct;,gh é@(fnternal auditors to ensure that the procedures are strictly
adh&rbds@ Normally, such loans shall not be extended by branches that do
not ha\% appropriate facility for storage of the jewellery,
(e) The jewellery accepted as collateral shall be appropriately insured,
(f) Transparent auction procedure in case of non-repayment with adequate prior
notice to the borrower. There shall be no conflict of interest and the auction
process must ensure that there is arm’s length relationship in all transactions

during the auction including with group companies and related entities,
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(g) The auction shall be announced to the public by issue of advertisements in
at least two newspapers, one in vernacular and another in national daily
newspaper,

(h) As a policy, the applicable NBFCs themselves shall not participate in the
auctions held,

(i) Gold pledged shall be auctioned only through auctioneers approved by the
Board,

() The policy shall also cover systems and procedures to be put in place for
dealing with fraud including separation of duties of mobilization, execution and

o«

(i) The loan agreement shall also disclose details regarding auctio%ﬁcedure.

approval.

S 52
O
(iii) Other Instructions @6(0@@ (19(1/
o | > O &
a) NBFCs financing against the collateral of go@znu{sﬁ\lr@s on a copy of the
<
PAN Card of the borrower for all transa%ﬁo\ 8@&/% lakh.

b) Documentation across all branches nqﬁét Qa(bst@\ ardized.
: . 2 D O - I
c) NBFCs shall not issue msleadmg@d@]‘“\sgﬁ}ents like claiming the availability

)
of loans in a matter of 2-3 mci)QQ’(%Q.QJ o)
@& &
IS
& %er =VI
& O
Specific@re@on@@pplicable to NBFC-Factors?
. . SO NP\
40. Registration 6@ & %Ofb
(1) Every compar@Q\l @d&w pcﬁ_)undertake factoring business shall make an
application to {he/%em é@f*\ r‘anq of CoR as NBFC-Factor under section 3 of the

\ B
Factoring g@ﬁg@o&@@gﬁ 1 and shall ensure compliance with principal business

criter%ﬁ@\%\b@s é\@)ug@i in paragraph 42 of these directions.

& "b(\ @)
A , , : ,
(2) Any %‘&%@QOn-systemlcally important NBFC-ICC, intending to undertake

factoring bus%ess, shall approach the Bank for conversion from NBFC-ICC to
NBFC-Factor. Such NBFC-ICCs shall comply with the PBC as specified in paragraph
42 of these directions.

8 Notification No. DOR.FIN.080/CGM(JPS) — 2022 dated January 14, 2022 (published in Official Gazette — Extraordinary — Part-
I, Section 4 dated January 17, 2022)

35


http://172.16.5.3/kmt/GetDocument.asp?PageRef=statutes/rbi_c2.htm#s3

(3) Application for such conversion shall be submitted with all supporting documents
meant for new registration as NBFC-Factor, together with surrender of original CoR
issued by the Bank to the NBFC-ICC under section 45-1A of the RBI Act, 1934.

(4) An entity not registered with the Bank under the Factoring Regulation Act, 2011
may conduct the business of factoring, if it is an entity mentioned in section 5 of the
Factoring Regulation Act, 2011, i.e., a bank or a body corporate established under

an Act of Parliament or State Legislature, or a Government Company;

(4) NBFC-Factor shall commence factoring business within six months from the date

o«
41. Net Owned Fund e
Every company seeking registration as NBFC-Factor s%e? q§‘\é ({/bminimum Net

Owned Fund (NOF) of %5 crore, or as specified by the Q%krgbm fine to time.
> O @

of grant of CoR.

e’ & .
42. Principal Business N &O\@
An NBFC-Factor shall ensure that its fi ciéb(b

as@ats in the factoring business
constitute at least fifty per cent of it&@%@ﬁgs\@;}g and its income derived from
factoring business is not less than E@ng&%g,@?its gross income.
X2 S
@ @(»;\\0@,(}%

43. Conduct of busine r@\im{:gbntial regulations
NBFC-Factors shal@dg@tﬁ@féctoring business in accordance with the Factoring
Regulation Act, 2011 Q&@ t{té; rufek and regulations framed under it or the directions
and guideline@%su‘é‘cqf @Q(g@ank from time to time.

° 6\0 P &
44. A§§‘§ \ga%sg%agéﬁ
In additi’eﬁ&\to\((b(e\ g@jential norms contained in Chapter IV of these Directions, for an
NBFC—Fac%rbé@receivable acquired under factoring which is not paid within six
months of due date as applicable, shall be treated as NPA irrespective of when the
receivable was acquired by the factor or whether the factoring was carried out on
"with recourse" basis or "without-recourse" basis. The entity on which the exposure

was booked shall be shown as NPA and provisioning made accordingly.
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45. Exposure norms shall be reckoned as under:

a. In case of factoring on "with-recourse" basis, the exposure shall be reckoned on
the assignor.

b. In case of factoring on "without-recourse" basis, the exposure shall be reckoned
on the debtor, irrespective of credit risk cover / protection provided, except in cases
of international factoring where the entire credit risk has been assumed by the import

factor.

46. Risk Management
Proper and adequate control and reporting mechanisms shall be put in place before

factoring business is undertaken by an NBFC-Factor. ,QQ

Sy

a. NBFC-Factors shall carry out a thorough credit appralg@,l of(th%(gebtors before
entering into any factoring arrangement or prior to estab&{ﬂ'n@ne&f credit with the

& o
export factor. 06\ N4
@Q S &P
b. Factoring services shall be extended in@éés@ @x\lnvmces which represent
genuine trade transactions. 9\0 @Q)‘o(h
\Q’b Q7 XN
NI\

c. Since under “without recours@z}0 fgﬁ’@r r@transactlons the NBFC-Factor is
underwriting the credit risk or@ég' dgb/o%dhere shall be a clearly laid down board-
approved limit for all such u@ergﬁ\tm%@ommltments
(b Q\K \@

d. NBFC-Factors ar{%%anl@ slﬁ'g(ﬁ’ share information about common borrowers. For
the purpose of e,x%ha@@e w@rmatlon the assignor will be deemed to be the
borrower. NQQ’: F@ct%@%\@H ensure to intimate the limits sanctioned to the
borrowe@th@h{@er\%eﬁ banks / NBFCs and details of debts factored so as to
avmd@%ub@q”l@hc g’}o

\0 O
47. Expm% Ig@ort Factoring

Foreign Exchange Department (FED) of the Bank gives authorization to Factors
under FEMA, 1999. NBFC-Factors, intending to deal in foreign exchange through
export/import factoring, shall make an application to FED for necessary authorization
under FEMA, 1999 to deal in foreign exchange and adhere to the terms and
conditions prescribed by FED and all the relevant provisions of the FEMA or Rules,

Regulations, Notifications, Directions or Orders made thereunder from time to time.
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Chapter - VII
Specific Directions applicable to Infrastructure Finance Companies
(NBFC-IFCs)

48. Capital Requirements

(1) Every NBFC-IFC shall maintain a minimum capital ratio consisting of Tier | and
Tier Il capital which shall not be less than 15 percent of its aggregate risk weighted
assets on-balance sheet and of risk adjusted value of off-balance sheet items.

(2) The Tier | capital, at any point of time, shall not be less than 8.5% by March 31,
2016 and 10% by March 31, 2017.

O

Explanations: &\\
>

I. On balance sheet assets— fb
(1) In these Directions, degrees of credit risk expressed %abp (&englﬁqe weightages
have been assigned to balance sheet assets. Hence,\tbeé G }re %oj‘leach asset / item
requires to be multiplied by the relevant risk weig(lb@ tp\\é}rié@%t risk adjusted value
of assets. The aggregate shall be taken int%qa%c&mot @ reckoning the minimum
capital ratio. The risk weighted asset shall‘bg’ %ﬁm%loge? as the weighted aggregate
of funded items as detailed hereunder{\&\(b%@KA &r&\\

O 12" O
Weighted risk assets - %ﬁ}ﬁa)gﬁ heet items Percentage weight

NS
KQ Y 2
. ¢ O 821 .
(i) Cash and bank bg&ne@% 13 ding 0
fixed deposits and.ce i[i&@,‘zte%ﬁ? deposits

\
. ,QQ ©" ;D
with banks P & Q

(i) Investiients™ " <
NP O
,@\ @g@rog& sg@urltles [Except at (c) 0
o £ O
be N
A\ \Q
(b) Bon%@of public sector banks 20
(c) Fixed deposits/ certificates of 100
deposits/bonds of public financial
institutions
(d) Shares of all companies and
debentures/ bonds/ commercial 100
papers of all companies and units of

all mutual funds
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(e) All assets covering PPP and post
commercial operations date (COD)
infrastructure projects in existence

over a year of commercial operation.

(iii) Current assets

50

(a) Stock on hire (net book value) 100
(b) Intercorporate loans/ deposits 100
(c) Loans and advances fully secured 0
against deposits held
O
(d) Loans to staff 0 617\
(e) Other secured loans and advances jb%
| . O e
considered good[Except at (vi) below] CQ}Q @O Q‘L
(f) Bills purchased/ discounted Q}@ 6\’0 & 00
(g) Others (To be specified) @Q@ 6\\0 3}\0 100
NN
2 ,00 Q
(iv) Fixed Assets (net of depreciation) fb\QAQ’Q)‘ o(\
(a) Assets leased out (net book \@ﬁeg > \(‘> 100
(b) Premises \\ <& Q_?)Q 100
@ / 6
(c) Furniture & Fixtures Q\ OQ B 100
& o
(v) Other assets %Q @gQOJQ@
XS
(@) Income 'fé? u&téd péb source 0
(net of provis (1/
Y L%@ o§ ,\e
gj@g&taé d¢ t of provision)
@1\ In(&egb d;@ on Government
sec&fﬁhg@(\ O
O%eg@&’o be specified) 100
(vi) Domestic Sovereign
(a) fund based claims on the Central Government 0

(b) Direct loan/ credit/ overdraft exposure
and investment in State Government securities
(c) Central Government guaranteed claims

(d) State Government guaranteed claims,
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which have not remained in default/ which

are in default for a period not more than 90 days 20

(e) State Government guaranteed claims,

which have remained in default for a period of more

than 90 days 100
Notes:
1. Netting shall be done only in respect of assets where provisions for depreciation
or for bad and doubtful debts have been made.
2. Assets which have been deducted from owned fund to arrive at net owned fund
shall have a weightage of 'zero’. S
3. While calculating the aggregate of funded exposure of a borrower fgb%e purpose
of assignment of risk weight, such non-banking financial cogpaniéb(%hall net off the
amount of cash margin/ caution money/ security deposits@ i@?@%h right to set-
off is available) held as collateral against the advan%& o&@ofo@e total outstanding

< .
exposure of the borrower. @Q O‘\\Q C’)\\O
NN
S X Q
F % Q
Il. Off-balance sheet items 2 @ \O(\
N
(1) General (\\Q %QK &'b
Q' O
NBFC-IFCs shall calculate the toéa}}is/@w ' %d off-balance sheet credit exposure

as the sum of the risk-weighteﬁ@r{\@t %e market related and non-market related
off-balance sheet items. 'I('b$ rj\i@gfv%@h"%d amount of an off-balance sheet item that
N
gives rise to credit exp%ﬁr%g&%ltﬁé calculated by means of a two-step process:
A\

S
(i) the notioﬁ\é\l q&m v of-l/‘lhe transaction shall be converted into a credit
/

equivaleg@a ¢
factog& %y@pel}b‘#g@{r% current exposure method; and

(i) &&%@%S ) gc,)\d%dit equivalent amount shall be multiplied by the risk weight
app@a@bové,) zero per cent for exposure to Central Government/ State

%\
Gove r&@%s 20 per cent for exposure to banks and 100 per cent for others.

N
t, @‘(\r&u%plying the amount by the specified credit conversion

(2) Non-market-related off- balance sheet items

(i) The credit equivalent amount in relation to a non-market related off-balance sheet
item shall be determined by multiplying the contracted amount of that particular

transaction by the relevant credit conversion factor (CCF).
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Sr. No. Instruments Credit Conversion Factor
i. Financial & other guarantees 100
ii. Share/ debenture underwriting obligations 50
iii. Partly-paid shares/ debentures 100
iv. Bills discounted/ rediscounted 100
V. Lease contracts entered into but yet to be 100

executed
Vi. Sale and repurchase agreement and 100
asset sales with recourse, where the
credit risk remains with the applicable S
NBFC -
vii. Forward asset purchases, forward Q;obb
deposits and partly paid shares and (\6 OQ' ({/b
securities, which represent commitments bfb @ q,Q
with certain draw down rS*Q’ 6\(0 o
- 21 . £
viii. Lending of NBFC securities or postingof ¢ @c’,\\ 100
securities as collateral by the N -l Q’\K
including instances where the@oar@%’o 3\
of repo style transactions ‘(\ Q}A
ix. Other commitments ( qug@faé_@féndby
facilities and credi i{&s{\vﬁth@ original
maturity of \\O
up to one ye GJ \@ \@ 20
over one ygar ¢ o %O(b 50
X. Slmllar\\ ‘?n Kmeﬁ& that  are 0
nd{\@na anﬁglable at any time by
i tb‘§ N‘BXFC \M out prior notice or that
s\‘Q( @ ybe{f Q%rowde for  automatic
&\
‘@an@z@é}i due to deterioration in a
g
é@r%@br s credit worthiness
Xi. Takeé-out Finance in the books of taking-over institution
(i) Unconditional take-out finance 100
(i) Conditional take-out finance 50

Note: As the counter-party
exposure will determine the
risk weight, it will be 100
percent respect of all
borrowers or zero percent if
covered by Government

in
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guarantee.
Xii. Commitment to provide liquidity facility for 100
securitization of  standard asset
transactions
Xiii. Second loss credit enhancement for 100
securitization of  standard asset
transactions provided by third party
Xiv. Other contingent liabilities (To be 50
specified)
Note: \Lfg
1. Cash margins/ deposits shall be deducted be@ applying the
conversion factor ,006 éo° 0
Q
2. Where the non-market related off-ba@e?eégb\%é&km is an undrawn
or partially undrawn fund-based facility, tthng‘bfﬁt C,)Q$§L7ndrawn commitment
to be included in calculating the off-baéaécegbho on-market related credit
exposures is the maximum unuseg;@%%&?o@he commitment that could be
drawn during the remaining g@%&b@) \S@e\turity. Any drawn portion of a
commitment forms a part ofé@F @e%})-balance sheet credit exposure.
For example: Q\‘Q) Q/ @6

A term loan of ?7006@@@?\33@{9?0ned for a large project which can be drawn
down in stages @%r\g%@gyear period. The terms of sanction allow draw
down in thre@é??age%@— ,??;‘/O_)crore in Stage I, %200 crore in Stage Il and ¥350
crore in gtég(\ , Q@uﬁére’@e borrower needs the NBFC-IFCs explicit approval
for g(@% @n g&i@\/\g}éges Il and Ill after completion of certain formalities. If
.@@\g\@%@@%’rawn already %50 crore under Stage |, then the undrawn
p@%n@ l&’e computed with reference to Stage | alone i.e., it will be ¥100
cro:&\lfé?age | is scheduled to be completed within one year, the CCF will be
20 per cent and if it is more than one year then the applicable CCF will be 50

per cent.

(3) Market Related Off-Balance Sheet Items

(i) NBFC-IFCs shall take into account all market related off-balance sheet items

(OTC derivatives and Securities Financing Transactions such as repo/
reverse repo/ CBLO, etc.) while calculating the risk weighted off-balance
sheet credit exposures.
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(i) The credit risk on market related off-balance sheet items is the cost to an
NBFC-IFC of replacing the cash flow specified by the contract in the event of
counterparty default. This shall depend, among other things, upon the
maturity of the contract and on the volatility of rates underlying the type of
instrument.

(iif) Market related off-balance sheet items shall include:

(a) interest rate contracts - including single currency interest rate swaps,
basis swaps, forward rate agreements, and interest rate futures;

(b) foreign exchange contracts, including contracts involving gold, -
includes cross currency swaps (including cross currency i&terest rate

swaps), forward foreign exchange contracts, curl(‘éh%y futures,

currency options; ,@(b
Credit Default Swaps; and ® & P
(c) Credit Default Swaps; an 170} @ Q

(d) any other market related contracts spe%ﬁta&%ll@ued by the Reserve
Bank which give rise to credit risk_@QQ’ o‘\\{\ C,;\\OQ

(iv) Exemption from capital requirementa@p@t@%r -

(a) foreign exchange (excep(tb@kdz)) o\g@cts which have an original
maturity of 14 calendar@?ysgélegﬁé\and

(b) instruments trade%cﬁs\on/ﬂrt%@g%nd options exchanges which are
subject to dailyﬁﬁﬁé&r{\@n@?et and margin payments.

(v) The exposures t%ggni@‘f’sgzﬁer Parties (CCPs), on account of derivatives
trading and sg$ri%e@%r&cing transactions (e.g. Collateralized Borrowing
and Lendirfg‘q\) ' \t'ohs rl‘f;)BLOs, Repos) outstanding against them shall be
assig&gd/,;g@ e@ﬁ?squ@/value for counterparty credit risk, as it is presumed
thg\%%‘@%{b@@é\sures to their counterparties are fully collateralized on a

&*@%}gﬁé%@t%@oy providing protection for the CCP's credit risk exposures.

(vi){l&\@gﬁ\ o&QO per cent shall be applied to the corporate securities posted as
coﬁ%\t%@% with CCPs and the resultant off-balance sheet exposure shall be
assigned risk weights appropriate to the nature of the CCPs. In the case of
Clearing Corporation of India Limited (CCIL), the risk weight shall be 20 per
cent and for other CCPs, risk weight shall be 50 per cent.

(vii) The total credit exposure to a counter party in respect of derivative
transactions shall be calculated according to the current exposure method as

explained below.
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(4) Current Exposure Method

The credit equivalent amount of a market related off-balance sheet transaction
calculated using the current exposure method is the sum of (i) current credit
exposure and (ii) potential future credit exposure of the contract.

(i) Current credit exposure is defined as the sum of the gross positive mark-to-
market value of all contracts with respect to a single counterparty (positive
and negative marked-to-market values of various contracts with the same
counterparty shall not be netted). The Current Exposure Method requires
periodical calculation of the current credit exposure by marking these
contracts to market. S

(i) Potential future credit exposure is determined by muItipIyng}ﬂ\he notional

principal amount of each of these contracts, irre%)ectioﬁfb?; whether the
contract has a zero, positive or negative marg?ﬁﬁnﬁr@/ value by the
relevant add-on factor indicated below accor%@rg g@thegaature and residual

. . @ &0
turity of the inst t. AN
maturity of the instrumen @Q & &

. Qs
Credit Conversion Factors for@ﬁ‘te&@é‘t @ﬁe related, exchange rate
related andg%?dd%a@derivatives
D AT XN

Credit Conversit t t
redi “Oghve@oo\n\gfe%c ors (per cent)

\&Q)C}'\ /Q")Qfﬂferest Rate Exchange Rate
,,KO r.\o*: <y~ Contracts Contracts & Gold
One year ;r\ %}e}‘s’g\@‘;\@‘.o 0.50 2.00
Over &\cg\@ %{gar/é'o:; five 1.00 10.00
years/ @’0 (_‘& an/
oscerA five }@@i‘%* v 3.00 15.00

&.0 IS

&Qa@&bréé\g@?g with multiple exchanges of principal, the add-on factors

RN\ Q@QS\@@Q)e multiplied by the number of remaining payments in the
c&&ract.

b. For contracts that are structured to settle outstanding exposure
following specified payment dates and where the terms are reset such
that the market value of the contract is zero on these specified dates,
the residual maturity shall be set equal to the time until the next reset
date. However, in the case of interest rate contracts which have residual
maturities of more than one year and meet the above criteria, the CCF

or add-on factor is subject to a floor of 1.0 per cent.
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c. No potential future credit exposure shall be calculated for single
currency floating / floating interest rate swaps; the credit exposure on
these contracts shall be evaluated solely on the basis of their mark-to-
market value.

d. Potential future exposures shall be based on 'effective' rather than
‘apparent notional amounts'. In the event that the 'stated notional
amount' is leveraged or enhanced by the structure of the transaction,
the 'effective notional amount' must be used for determining potential
future exposure. For example, a stated notional amount of USD 1
million with payments based on an internal rate of two times &e lending
rate of the NBFC-IFC would have an effective notional a t of USD 2

million. °
(5) Credit conversion factors for Credit Default Swaps QQ({})

NBFC-IFCs are only permitted to buy credit protectlgg@tog@dgg«t eir credit risk on
corporate bonds they hold. The bonds shall be hengin 8u\re8§3ategow or permanent
category. The capital charge for these exposu@% w@*b@% under:

(i) For corporate bonds held in cuj%n&)g?at@b\y and hedged by CDS where
there is no mismatch bet\@%néﬁé @ and the hedged bond, the credit
protection shall be pe(’rﬁtteﬂ‘toqﬁ recognised to a maximum of 80 per
cent of the expos@ﬁh@eg@?herefore the NBFC-IFC shall continue to
maintain capl ch@%e ﬂi’r the corporate bond to the extent of 20 per
cent of thg@p%(gg@(éapltal charge. This can be achieved by taking the
exposrﬁg t/2Q-§er cent of the market value of the bond and then
ml&tlpI;Qgg t@ wfﬂr the risk weight of the issuing entity. In addition to

&@u%\(‘th&db%uéht CDS position shall attract a capital charge for

&’@ g&m@pa@? risk which shall be calculated by applying a credit
Q@&e&@m factor of 100 percent and a risk weight as applicable to the

<<pgx&ctlon seller i.e. 20 per cent for banks and 100 per cent for others.

(i) For corporate bonds held in permanent category and hedged by CDS
where there is no mismatch between the CDS and the hedged bond,
NBFC-IFCs can recognise full credit protection for the underlying asset
and no capital shall be required to be maintained thereon. The exposure
shall stand fully substituted by the exposure to the protection seller and
attract risk weight as applicable to the protection seller i.e. 20 per cent

for banks and 100 per cent for others.
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Chapter — Vi
Specific directions applicable to Non-Banking Financial Company — Micro
Finance Institutions (NBFC-MFIs) and Microfinance Loans of applicable NBFCs
including NBFC-MFIs

49. Entry Point Norms
All new companies desiring registration as NBFC-MFIs shall need a minimum NOF
of X5 crore (except those in the North Eastern Region of the country which shall

require NOF of %2 crore till further notice, as hitherto) and shall comply, from the

beginning, with all other criteria applicable to NBFC-MFlIs. \&9
(bﬁ\
R
S 92
- 8% &
50. Prudential Norms \©@ 6\@ 5
@ )
. . 2 Q
(i) Capital Adequacy g &\Q R

NBFC-MFIs shall maintain a capital adequac%(sr&o\ti Oork&ct)ing of Tier | and Tier Il
Capital which shall not be less than 15 pers;e%t @?s@ggregate risk weighted assets
on-balance sheet and of risk adjusted &ﬁ%‘&go\@%lance sheet items. The total of
Tier Il Capital at any point of tim%\,@hay@‘l%’t_@\%eed 100 percent of Tier | Capital.

Note: Q‘\*Q) & S
. < ;\\O ,b"o
Explanations: & L7 Q
AN N
I. On balance sheet a SONS

S
. Lo

(1) In these DirecﬁQo?, %g\gre,eso')aﬁ)credit risk expressed as percentage weightages
have been ass&igr(edéﬁ)aﬁe@heet assets. Hence, the value of each asset / item
requires to &Iqé mglﬁ%l'gﬂ\%g\%é relevant risk weights to arrive at risk adjusted value

él. 5. O . . .
of ass {@ agyre%u% shall be taken into account for reckoning the minimum
7§ ‘\8@ AT XS 9

capita r%q@ 'ngori@%eighted asset shall be calculated as the weighted aggregate
of funded I{eﬁ%& detailed hereunder:
Weigﬁied risk assets - On-Balance Sheet items Percentage weight

(i) Cash and bank balances including 0
fixed deposits and certificates of deposits

with banks

(i) Investments

(a) Approved securities [Except at (c) 0
below]
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(b) Bonds of public sector banks 20
(c) Fixed deposits/certificates of 100
deposits/bonds of public financial
institutions
(d) Shares of all companies and
debentures/ bonds/commercial papers 100
of all companies and units of all
mutual funds
(e) All assets covering PPP and post 50
commercial operations date (COD) S
infrastructure projects in existence Q\J:\Q
over a year of commercial operation. fbfb

S
(iii) Current assets \@ 6\’0 f'o*
(a) Stock on hire (net book value) Q)Q &\Q \\O 100
(b) Intercorporate loans/deposits Qf\ ’O\l\ Q\\Q) 100
(c) Loans and advances fully secure_aD A Q)‘Qo(\ 0
against deposits held (\\(\ 6 \(‘>
(d) Loans to staff \5 Q‘ Q_Q)Q 0
(e) Other secured loans @% a@a%ﬁg 100
considered good[Exc&f a{@ i) Sé{izc))w]
(f) Bills purchaseg?@ Q& 100
g) Others T&S @@%c i‘erd@/ 100
(iv) Fixed A@é\ets@e@d@:ematlon)
&e@sq@leag@d Q@( (net book value) 100
‘(§ 100
c)\Fls@ﬁ\u@Q Fixtures 100
(v) Other assets
(@) Income tax deducted at source 0
(net of provision)
(b) Advance tax paid (net of provision)
(c) Interest due on Government
securities
(d) Others (to be specified) 100
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(vi) Domestic Sovereign
(a) fund based claims on the Central Government 0
(b) Direct loan / credit / overdraft exposure

and investment in State Government securities

(c) Central Government guaranteed claims 0

(d) State Government guaranteed claims,

which have not remained in default / which

are in default for a period not more than 90 days 20

(e) State Government guaranteed claims,

which have remained in default for a period of more .QQ

than 90 days @@I\)l\

O e
O &)
Notes: 6(0 @ (19
_ . NI AT s
1. Netting shall be done only in respect of assets&@o\@éons for depreciation
HN
or for bad and doubtful debts have been made. < Os\ ¥
NI
o O
AR 20N
2. Assets which have been deducted t@% &Wﬂ’e\@ﬂnd to arrive at net owned fund
shall have a weightage of “zero’. ;\}oo @% ng
AN
N\ Q O

. %)
3. While calculating the ag@%@g%@%’ded exposure of a borrower for the purpose
.9

of assignment of risk Gr%lgi)‘{‘ %@FC-MFIS shall net off the amount of cash
margin/caution mg&@@se@@htx@%&osits (against which right to set-off is available)
held as coIIateraI@gQ)' ? %bés a@%’nces out of the total outstanding exposure of the
borrower. $(\ \.‘(\ ((\Q N

Q@ QO ¢
M N O @
D P

O AN -
4. Foﬁ%o r@@ed by Credit Risk Guarantee Fund Trust for Low Income
Housing\(Qﬁ%E\B}lH), NBFC-MFIs shall assign zero risk weight for the guaranteed
portion. The &?ance outstanding in excess of the guaranteed portion shall attract a
risk-weight as mentioned in these Directions.
Il. Off-balance sheet items
(1) General
NBFC-MFI shall calculate the total risk weighted off-balance sheet credit exposure
as the sum of the risk-weighted amount of the market related and non-market related
off-balance sheet items. The risk-weighted amount of an off-balance sheet item that
gives rise to credit exposure shall be calculated by means of a two-step process:
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(i) the notional amount of the transaction shall be converted into a credit

equivalent amount, by multiplying the amount by the specified credit conversion

factor or by applying the current exposure method; and

(i) the resulting credit equivalent amount shall be multiplied by the risk weight

applicable viz. zero percent for exposure to Central

Government/State

Governments, 20 per cent for exposure to banks and 100 percent for others.

(2) Non-market-related off- balance sheet items

(i) The credit equivalent amount in relation to a non-market related off-balance sheet

item shall be determined by multiplying the contracted amount of that particular

transaction by the relevant credit conversion factor (CCF).

O
Credit Conv&&on Factor

Sr. No. Instruments
i Financial & other guarantees A00
O o
i Share/debenture underwriting obligations 22 \qubﬁ
i Partly-paid shares/debentures N N - 100
y-p (?)Q’\\Qb O({'o
iv. Bills discounted/rediscounted ,\@Q\. & J@C’,\\ 100
V. Lease contracts entered into but %e}‘tq@‘ Ot 100
‘Q QD
executed V\’b . R\4 ;\}O
Vi. Sale and repurchase (@re%:ﬁén o\é’nd 100
asset sales with re&@ur v@g're the
credit risk remalniﬁl\tb\tb% N§FC MFI.
Vii. Forward asge\t @@?ses forward 100
deposits . @ d d}a@ paid shares and
secunt@s @lcmr{ag&ent commitments
w@a@&q (g@\/vcgaﬁm
vii. Sk P NBFC securities or posting of 100
‘ ,\@ r359%9@ @F posting
Q ~Q®CU@8€S€§ collateral by the NBFC-MFI,
’\Qcégghd@g instances where these arise out
of&épo style transactions
iX. Other commitments (e.g., formal standby
facilities and credit lines) with an original
maturity of
up to one year 20
over one year 50
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X. Similar commitments that are 0
unconditionally cancellable at any time by
the NBFC-MFI without prior notice or that
effectively  provide  for  automatic
cancellation due to deterioration in a
borrower’s credit worthiness
Xi. Take-out Finance in the books of taking-over institution
(i) Unconditional take-out finance 100
(i) Conditional take-out finance 50
Note: As the cqgnter-party
exposure wﬂl&%?ermme the
risk gvelghib it will be 100
%e’b%@ ﬂ/@%spect of all
@(Sgbo@&/vg\réﬂ or zero percent if
KQ,Q <“c>>v@%d by Government
Q)Q ,bo\i@‘}arantee
Xii. Commitment to provide Imwd;écp?’a&@ty @\ A 100
securitization  of staq;é\ardgg Q
transactions &@\i /Q~ Qg’
xiii. Second loss crécﬁt hac_ﬁement for 100
securitization Q@ g&dard asset
transactloa§®p@§egcbq§/ third party
Xiv. Other c’:?)n@@énb@at&b@s (To be 50
&‘SPQ‘?%(Q@ Oy
Note: &" S QO

Qi\\(:é@% r& /@@ deposits shall be deducted before applying the conversion

L
%h@{é the non-market related off-balance sheet item is an undrawn or

partially undrawn fund-based facility, the amount of undrawn commitment to

be included in calculating the off-balance sheet non-market related credit

exposures is the maximum unused portion of the commitment that could be

drawn during the remaining period to maturity. Any drawn portion of a

commitment forms a part of NBFC-MFI’s on-balance sheet credit exposure.
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For example:
A term loan of X700 crore is sanctioned for a large project which can be drawn
down in stages over a three year period. The terms of sanction allow draw
down in three stages — ¥150 crore in Stage I, ¥200 crore in Stage Il and ¥350
crore in Stage lll, where the borrower needs the NBFC'’s explicit approval for
draw down under Stages Il and Il after completion of certain formalities. If the
borrower has drawn already ¥ 50 crore under Stage I, then the undrawn
portion would be computed with reference to Stage | alone i.e., it will be ¥100
crore. If Stage | is scheduled to be completed within one year, the CCF will be

20 per cent and if it is more than one year then the applicable CC/&WI// be 50

\1‘\
(3) Market Related Off-Balance Sheet Items Q)(bo
(i) NBFC-MFIs shall take into account all market relatéa qﬂ)a@hce sheet items
(OTC derivatives and Securities Flnancmg,gﬁrangéttleps such as repo /
reverse repo/ CBLO etc.) while calcula@Qg @é r@@welghted off-balance

sheet credit exposures. Q\
(i) The credit risk on market related-;&‘ @%n@@kheet items is the cost to an
NBFC-MFI of replacing the ca@ﬁk&@*sp%&ﬂed by the contract in the event of

counterparty default. Thles)c})/omﬁt @Qend among other things, upon the

per cent.

maturity of the contraé;t)\an@%n m% volatility of rates underlying the type of
instrument. \Q’ 60 Q?(b
(iif) Market relategQHga Q@sheet items shall include:
(a) mteré‘é} c rrtrasab including single currency interest rate swaps,
$§as§\€w§§® forﬂfard rate agreements, and interest rate futures;
é@ fa@lﬁo erh\ange contracts, including contracts involving gold,-
&\ QQn&(&ie@oss currency swaps (including cross currency interest rate
’Bﬁ/g@) forward foreign exchange contracts, currency futures,
<<\ ®rrrency options;
(c) Credlt Default Swaps; and
(d) any other market related contracts specifically allowed by the Bank
which give rise to credit risk.
(iv) Exemption from capital requirements is permitted for -
(a) foreign exchange (except gold) contracts which have an original

maturity of 14 calendar days or less; and
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(b) instruments traded on futures and options exchanges which are
subject to daily mark-to-market and margin payments.

(v) The exposures to Central Counter Parties (CCPs), on account of derivatives
trading and securities financing transactions (e.g. Collateralized Borrowing
and Lending Obligations - CBLOs, Repos) outstanding against them shall be
assigned zero exposure value for counterparty credit risk, as it is presumed
that the CCPs' exposures to their counterparties are fully collateralized on a
daily basis, thereby providing protection for the CCP's credit risk exposures.

(vi) A CCF of 100 per cent shall be applied to the corporate securities posted as
collaterals with CCPs and the resultant off-balance sheet exposu(ge shall be
assigned risk weights appropriate to the nature of the CCPs.&r‘.}che case of
Clearing Corporation of India Limited (CCIL), the risk WeigEu(bshall be 20 per
cent and for other CCPs, risk weight shall be 50 Qﬁ% OQQ({})

(vii) The total credit exposure to a counter ,ggftybx% respect of derivative

2 A
transactions shall be calculated accordin tr@ﬁ@gt exposure method as
explained below. S & O’\\Q
Qo0
AR 2N
o @ 0
AN
(4) Current Exposure Method OQ %Q &

&
r}ﬁrkegg%ated off-balance sheet transaction
calculated using the curren{@&p@@re&_@%ethod is the sum of (i) current credit
exposure and (ii) potentia{lb@gﬁr\@l’eg%(gxposure of the contract.
i) Current credit. Sxposu %@ efined as the sum of the gross positive mark-to-
(i) Current credit &%posure. isQefined as th f th it ket
XS

The credit equivalent amount oé(’}}

market vaiﬁ@\ rﬁfl oﬁtrq/&s with respect to a single counterparty (positive
and ng\ga/t&@m%s&%g_)-f&?market values of various contracts with the same
cog@egp&b&%%%t be netted). The Current Exposure Method requires
$§\g\q§?0%&acl§u\%tion of the current credit exposure by marking these

@Ig&\s anarket.
< @
&b
(i) Potential future credit exposure is determined by multiplying the notional
principal amount of each of these contracts, irrespective of whether the
contract has a zero, positive or negative mark-to-market value by the
relevant add-on factor indicated below according to the nature and residual

maturity of the instrument.
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&\
Q\

Credit Conversion Factors for interest rate related, exchange

rate related and gold related derivatives

Credit Conversion Factors (per cent)

Interest Rate Exchange Rate
Contracts Contracts & Gold
One year or less 0.50 2.00
Over one year to 1.00 10.00
five years
Over five years 3.00 15.0

For contracts with multiple exchanges of principal\o‘ﬂ;)e add-on
factors are to be multiplied by the numbe§of remaining
payments in the contract. 6 Q ‘b

For contracts that are structured t%tsgttlé%utq%ndmg exposure

following specified payment dat@a@vt@% the terms are reset
such that the market val%\e@é t@e @htract is zero on these

specified dates, the re%@%%%aukﬂy shall be set equal to the
time until the next\{\eg’ e\‘Qowever in the case of interest
rate contracts v@% @%‘v% S|dual maturities of more than one
year and r’r’@@%the’ al&% criteria, the CCF or add-on factor is
subject g?f@bq %fbcPO per cent.

No @%r@a‘i f%{ﬁre credit exposure shall be calculated for single
{@re%@y ﬁba;gwg | floating interest rate swaps; the credit

/ exﬁos@é Q)qthese contracts shall be evaluated solely on the

’b&Q \.‘(bag&of\%elr mark-to-market value.

dzb @ot%ﬁﬁal future exposures shall be based on 'effective' rather

dﬁhn ‘apparent notional amounts'. In the event that the 'stated

6 notional amount' is leveraged or enhanced by the structure of

the transaction, the 'effective notional amount' must be used for
determining potential future exposure. For example, a stated
notional amount of USD 1 million with payments based on an
internal rate of two times the lending rate of the NBFC-MFI

would have an effective notional amount of USD 2 million.
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(5) Credit conversion factors for Credit Default Swaps (CDS):

NBFC-MFIs are only permitted to buy credit protection to hedge their credit risk on

corporate bonds they hold. The bonds shall be held in current category or permanent

category. The capital charge for these exposures shall be as under:

(i) For corporate bonds held in current category and hedged by CDS where

there is no mismatch between the CDS and the hedged bond, the credit
protection shall be permitted to be recognised to a maximum of 80 per cent
of the exposure hedged. Therefore, the NBFC-MFI shall continue to maintain
capital charge for the corporate bond to the extent of 20 per ent of the
applicable capital charge. This can be achieved by taking the glqaosure value
at 20 per cent of the market value of the bond and then r’r@‘ﬁplymg that with
the risk weight of the issuing entity. In addltlor@%@% @e bought CDS
position shall attract a capital charge for cc%@lteg@rt cyisk which shall be
calculated by applying a credit conversm@Q% 8@’ og)\%o percent and a risk
weight as applicable to the protectlor@%ellqiE Q\‘Q% per cent for banks and

100 per cent for others. \Q Q? \O(\

(ii) For corporate bonds held in p@\‘n\n%@ﬂﬂg&egory and hedged by CDS where

there is no mismatch betv@n @i‘e@@% and the hedged bond, NBFC-MFls
can recognise full cre@} p&rgt\ecg_,eg for the underlying asset and no capital
shall be required tQ«Qbe@g’alrﬂblned thereon. The exposure shall stand fully
substituted by %‘SO@ to the protection seller and attract risk weight as
appllcable'fo\q o e(:tleﬁ:seller i.e. 20 per cent for banks and 100 per cent
for othQ{s o (1/

(ii) Asset 8{@?%]&8&)0§ provisioning norms

Al N%@-l\,@% é}@ﬂ a@%t the following norms:
(a) Asse&%lg@g fgglon Norms:

Star%agz?asset means the asset in respect of which, no default in repayment
of principal or payment of interest is perceived and which does not disclose
any problem nor carry more than normal risk attached to the business;

Nonperforming asset means an asset for which, interest/principal payment

has remained overdue for a period of more than 90 days.
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(b) Provisioning Norms:

i. For non-performing assets related to microfinance loans of NBFC-MFIs,

provisioning norms shall be as below:
The aggregate loan provision to be maintained by NBFC-MFIs at any point of
time shall not be less than the higher of (a) 1 per cent of the outstanding loan
portfolio or (b) 50 per cent of the aggregate loan instalments which are
overdue for more than 90 days and less than 180 days and 100 per cent of
the aggregate loan instalments which are overdue for 180 days or more.

ii. If the advance covered by Credit Risk Guarantee Fund Trust for L&w Income
Housing (CRGFTLIH) guarantee becomes non-performing, no(gltgvision need
be made towards the guaranteed portion. The amougt outﬂa(?iding in excess

: : <o,
of the guaranteed portion shall be provided for agrﬁ@%yb@bmng norms as
mentioned in paragraph 13 of these Direction%@ 6\’0 &°
2" &
& & @c}\
(iii) All other provisions contained in Chap@t@}\ I\é@@ése Directions, where not
contradictory to the contents of this paragng&kéﬁ%jl\gé\applicable to NBFC-MFls.
‘Q(b o \’5\
,OQ Q)@ o
(iv) An NBFC, which does not oglé?if%@s Qiz%BFC-MFI shall extend microfinance
loans, which in aggregate doeﬁ@\ﬁo‘t\\ excegd 25 per cent of its total assets.
{3

9 \.® O
51. Deleted @26 \@ \&
10
52. Deleted \Q\@ \@\ @OZ

&
53. Deleted Ny Q‘{/b
L%
1 % °
54. Deleted ’Z>$ Q\,‘(\ ((\Q N
- Q)
55. Chg&@li@b\\géége@&for Schemes operated by Central/State Government
N . o)
Agerr&xe \Q\\Q ’b(\c} OC}
(i) NBF}:@@‘Is@QCﬁng as Channelizing Agents for Schemes operated by
Central/State&)vernment Agencies shall abide by the following guidelines:
(a) loans disbursed or managed by NBFC-MFlIs in their capacity as channelizing
agents for Central/ State Government Agencies shall be considered as a

separate business segment. These loans shall not be included either in the

% In view of instructions contained in Master Direction — Reserve Bank of India (Requlatory Framework for Microfinance Loans)
Directions, 2022 dated March 14, 2022
% In view of instructions contained in Master Direction — Reserve Bank of India (Regulatory Framework for Microfinance Loans)
Directions, 2022 dated March 14, 2022
"In view of instructions contained in Master Direction — Reserve Bank of India (Regulatory Framework for Microfinance Loans)
Directions, 2022 dated March 14, 2022

55


https://www.rbi.org.in/Scripts/BS_ViewMasDirections.aspx?id=12256
https://www.rbi.org.in/Scripts/BS_ViewMasDirections.aspx?id=12256
https://www.rbi.org.in/Scripts/BS_ViewMasDirections.aspx?id=12256
https://www.rbi.org.in/Scripts/BS_ViewMasDirections.aspx?id=12256
https://www.rbi.org.in/Scripts/BS_ViewMasDirections.aspx?id=12256
https://www.rbi.org.in/Scripts/BS_ViewMasDirections.aspx?id=12256

numerator (microfinance loans) or the denominator (total assets) for the
purpose of determining compliance with the minimum threshold of

microfinance loans.

(i) The NBFC-MFIs may act as channelising agents for distribution of loans under
special schemes of Central/State Government Agencies subject to following
conditions:

(a) accounts and records for such loans as well as funds received/ receivable
from concerned agencies shall be maintained in the books of NBFC-MFI
distinct from other assets and liabilities, and depicted in the flna&mals/ final
accounts/balance sheet with requisite details and disclosures (@B a separate
segment; @(b

(b) such loans shall be subject to applicable asq& g@sﬁbatlon income
recognition and provisioning norms as well,g?/ og@r prudential norms as
applicable to NBFC-MFIs except in cases \@%r%sﬂﬁe g@:C MFI does not bear
any credit risk; Q\

(c) all such loans shall be reported @Q&%ﬁ) @@matlon companies (CICs) to
prevent multiple borrowings ar@%r@%t\g&nplete picture of indebtedness of

O &
a borrower. CQ <& Q@
.&@ / 6
56. Deleted ) @c‘} P
(b% Q\K N
O

57. Geographical Q@brgﬁcaﬁ@r}b
NBFC-MFIs shall/ap cl@\hgl(/brboards for fixing internal exposure limits to avoid

any undesw%m@ cd&eogﬁt&tl,@ in specific geographical locations.
D O &

58. F‘Q}m@\@n

All NBFC: M@? %&all become member of at least one Self-Regulatory Organization
(SRO) WthhQ@ recognized by the Bank and shall also comply with the Code of
Conduct prescribed by the SRO. Further, the SRO holding recognition from the Bank
shall have to adhere to a set of functions and responsibilities as mentioned in Annex
X. The same may be modified by the Bank from time to time to improve the

efficiency of the sector.
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59. Monitoring of Compliance

The responsibility for compliance to all regulations prescribed for NBFC- MFls lies
primarily with the NBFC-MFIs themselves. The industry associations/SROs shall
also play a key role in ensuring compliance with the regulatory framework. In
addition, banks’ lending to NBFC-MFIs shall also ensure that systems, practices and

lending policies in NBFC-MFIs are aligned to the regulatory framework.

60. Deleted'?

60A. Directions for Microfinance Loans S
-
R\
Applicable NBFCs shall be guided by the Reserve Bank of I@(Requlatorv

Framework for Microfinance Loans) Directions, 2022, as arQ\épdeq\ om time to time.
> O JV
T D
@6 : v
. N4 &
Section lll: Governancteééug\@‘ S
e &S
Chapter - IQ(K \L\O .K®0
N\
Acquisition / Transfer of Co%&@ﬁgéacable NBFCs
?° & O
61. An applicable NBFC, shall requilg‘%ri%@‘wrig@n permission of the Bank for the
following: c’;\XO Qg’ng
<O 7
NSNS
a) any takeover or acquisiq@ oioéén cf"of the applicable NBFC, which may or may

not result in change of Q@?a@%e@@
L 0
O K& S
NS

&)
b) any change in/ﬁg r(eilgcﬁ@g)of the applicable NBFCs, including progressive
increases ov%ﬁim@%{/w\w@m result in acquisition / transfer of shareholding of 26
per cent 08%085\& QQp@d-up equity capital of the applicable NBFC.

NS
D ©° o0 &8

Provide \Qé\@rg@approval would not be required in case of any shareholding

.

N\
going beycfﬁdézﬁber cent due to buyback of shares/ reduction in capital where it has
approval of a competent Court. The same is to be reported to the Bank not later than

one month from its occurrence;

c) any change in the management of the applicable NBFC which would result in

change in more than 30 per cent of the directors, excluding independent directors.

12 1n view of instructions contained in Master Direction — Reserve Bank of India (Regulatory Framework for Microfinance Loans)
Directions, 2022 dated March 14, 2022
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Provided that, prior approval would not be required in case of directors who get re-

elected on retirement by rotation.

62. Notwithstanding paragraph 61, applicable NBFCs shall continue to inform the

Bank regarding any change in their directors / management.

63. Application for prior approval

(1) Applicable NBFCs shall submit an application, in the company letter head, for
obtaining prior approval of the Bank, along with the following documents:

(a) Information about the proposed directors / shareholders as per the Annex XI;

(b) Sources of funds of the proposed shareholders acquiring the ngges in the
A\

applicable NBFC: ,b&‘
c) Declaration by the proposed directors/ shareholders thatthe ?e ot associated
(c) y the prop Q@ AN qr/g

with any unincorporated body that is accepting depositse;p(z’(b\§ q/Q

(d) Declaration by the proposed directors/ sharehol@ @t‘tg@?“are not associated

with any company, the application for CoR of Wg\i&%as&bséé}ejected by the Bank;
N

e) Declaration by the proposed directors/ that there is no criminal

(e) y the prop Q@‘ﬂ%@r\ok@s

18@ of‘\@% Negotiable Instruments Act,
. _ e X0
against them; and ;\}OQ @9 @QO
(f) Bankers' Report on the propoieﬁ' dioectcg@?'shareholders.
Q\ ‘OQ <
& o
(2) Applications in this r@@@sl&eﬂ be submitted to the Regional Office of the

Department of Supggfmlo‘g}@f tIGQCBank in whose jurisdiction the Registered Office of

/

the applicable NBFC iq6cated, Q‘f/b

Q > Vv

& Ko
> QO AMEN

64. Rqu@kkmq?p\‘t Q{ﬁigw}Public Notice about change in control/ management

(1) A&%I&@Qogc},@g(}?least 30 days shall be given before effecting the sale of, or
transfer’bfélié(bg@nership by sale of shares, or transfer of control, whether with or

case, including for offence under sectiqﬁ

without sale oi}@hares. Such public notice shall be given by the applicable NBFC and
also by the other party or jointly by the parties concerned, after obtaining the prior

permission of the Bank.

(2) The public notice shall indicate the intention to sell or transfer ownership/ control,
the particulars of transferee and the reasons for such sale or transfer of ownership/
control. The notice shall be published in at least one leading national and in one

leading local (covering the place of registered office) vernacular newspaper.
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64A. Investment in applicable NBFCs from FATF non-compliant jurisdictions:
NBFCs shall ensure compliance to the instructions as specified in paragraph 5A of

these directions.

Section IV: Miscellaneous Issues

Chapter - X
Opening of Branch/ Subsidiary/ Joint Venture/ Representative Office or
Undertaking Investment Abroad by NBFCs

The Directions contained in this chapter are in addition to those prescribed by

&

A\
65. Prior approval of the Bank shall be obtained in cases of operihg of branch/

Foreign Exchange Department for overseas investment.

subsidiary/ joint venture/ representative office or undertakg@ mx@&n@?nt abroad by
applicable NBFCs No applicable NBFC shall open g%sm‘\%ne& joint ventures/
representative office abroad or shall make mvestmeéjb%@\y fq%lgn entities without
obtaining prior approval in writing from the Bank @he é‘)plg’a\tlon from the applicable
NBFC seeking No Objection would be consﬁe%é*\&{@ect to general and specific
conditions prescribed in these dlrectlon\i\ @9 AQJ \\0

$ @ R4
S
66. General conditions \3 Q~ Q_@
(i) Investment in non-financial @%l g@s shall not be permitted;
\@K () Q)(b

(ii) Direct investment m@&lw@\s p@%blted under FEMA or in sectoral funds shall not
be permitted,; \ \ %

p & @@ (b
(iii) Investme@ s@ﬁ' R@ qfted only in those entities having their core activity
regulate%& a@haqé'ﬁ%dstor regulator in the host jurisdiction;

NS
(iv) The \Q%g gg%th/erseas investment shall not exceed 100 per cent of the NOF.

The oversgasb@%estment in a single entity, including its step down subsidiaries, by
way of equity or fund based commitment shall not be more than 15 per cent of the

applicable NBFC’s owned funds;

(v) Overseas investment shall not involve multi layered, cross jurisdictional structures

and at most only a single intermediate holding entity shall be permitted;

(vi) The CRAR/ Leverage of the applicable NBFCs post investment in subsidiary

abroad shall be not less than the regulatory prescriptions;
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(vii) The applicable NBFC shall continue to maintain required level of NOF after
accounting for investment in the proposed subsidiary/investment abroad as

prescribed in the explanation to section 45-1A of the RBI Act;

(viii) The level of Net Non-Performing Assets of the applicable NBFC shall not be
more than 5 per cent of the net advances;

(ix) The applicable NBFC shall be earning profit for the last three years and its
performance in general shall be satisfactory during the period of its existence;

(x) The applicable NBFC shall comply with the regulations issued under FEMA, 1999

from time to time; \@Q
,00
(xi) Regulatory compliance and servicing of public deposi;bQQf@gﬁ.lhe applicable
NBFC, shall be satisfactory; \@6 6@\9?/
Q’(b N\ ,'QO(\
(xii) The applicable NBFC shall comply with the K@S nﬁs)}m O
& &S
P o2 \Q
(xiii) SPVs set up abroad or acquisition{b@\grg@&s\\r@ be treated as investment or
subsidiary/ joint venture abroad, dqp\%rg;@% \ngbn percentage of investment in
overseas entity; & & Q@

<O 7
N & &
: - N\, : ,
(xiv) An annual certificate fg@ i@htq@audltors shall be submitted by the applicable
NBFC to the Regional@?ﬁc@f Bg%artment of Supervision of the Bank where it is
registered, ceﬁifyipgéﬁ?a%d}%a;%l%complied with all the conditions stipulated under
- PN v
these directions for Qy segé n@stment;
(§00® ((\Q '\Q«
(xv) If a‘sn&@déaéafbg(%@% come to the notice of the Bank, the permission granted
N .
shall@ \n@ﬁdré@?bé? approvals for investment abroad shall be subject to this
condition’ Q\Q\(b @6
XS
&b
67. Specific conditions
(1) Opening of Branch
As a general policy, applicable NBFCs shall not be allowed to open a branch abroad.
However, applicable NBFCs which have already set up branch(es) abroad for
undertaking financial business shall be allowed to continue to operate them subject

to complying with the revised directions, as applicable.
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(2) Opening of subsidiary abroad by applicable NBFCs

In case of opening of a subsidiary abroad by the applicable NBFC, all the conditions

as stipulated above shall be applicable. The NoC to be issued by the Bank is

independent of the overseas regulators’ approval process. In addition, the following

stipulations are made, which shall be applicable to all applicable NBFCs:

(@)

In case of opening of subsidiary abroad, the parent applicable NBFC shall not be

permitted to extend implicit or explicit guarantee to or on behalf of such

subsidiaries;
No request for letter of comfort in favour of the subsidiary abroad from any
institution in India shall be permitted; \&9

It shall be ensured that applicable NBFCs liability in the p sed overseas

entity is restricted to its either equity or fund ba@gd é%’m@tment to the
TS
O V
(&@ N4 &°
The subsidiary being established abroad sha&enq\t\%e@%hell company i.e "a

subsidiary;

company that is incorporated, but has rJ\Q@sgn(Ric\Q@% assets or operations."
However, companies undertaking acti\dﬁg)s@(ﬁc@as financial consultancy and
advisory services with no significw@%agsﬂ\girﬁ?all not be considered as shell
companies; &OQQ_@% QQO
The subsidiary being est ‘8@/abédad by the applicable NBFC shall not be
used as a vehicle for rakiaﬁng@é\sqzﬁ:%es for creating assets in India for the Indian
operations; Q(D%KQ\K 0(&@
In order to erlgdi% %g"%pl}a%c% of the provisions, the parent applicable NBFC
shall obtainoﬁeri%ﬁl%ajzﬁépo@ audit reports about the business undertaken by
the subﬁsﬁa@%rg{s@g&% 'shall make them available to the Bank and inspecting
offic{@g o&ﬁe g‘ﬁlgog
If% ‘%\\8 @g@é’\has not undertaken any activity or such reports are not
nReubS y y P
forthcc{m\%%@t?e approvals given for setting up a subsidiary abroad shall be
reviewedpecalled;
The permission granted to any applicable NBFC for setting up of overseas
subsidiary shall be subject to condition that the subsidiary shall make disclosure
in its Balance Sheet to the effect that liability of the parent entity in the proposed
overseas entity shall be limited to its either equity or fund based commitment to

the subsidiary;
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(i) All the operations of the subsidiary abroad shall be subject to regulatory

prescriptions of the host country.

(3) Joint Ventures abroad
Investments abroad, other than in subsidiaries shall also be governed by same

guidelines as those applicable to subsidiaries.

(4) Opening of representative offices abroad

(i) The representative office can be set up abroad for the purpose of liaison work,
undertaking market study and research but not undertaking any activity which
involves outlay of funds, provided it is subject to regulation by a regula’gordp the host
country. As it is not envisaged that such office would be carrying on eflb@%ctivity other
than liaison work, no line of credit shall be extended. Qb be 0y
(i) The parent NBFC shall obtain periodical reports abg&th@&yﬁh ss undertaken

by the representative office abroad. If the represené&%\%@?ﬁcgﬁﬁas not undertaken

O
any activity or such reports are not forthcoming, (ﬁg a&sro&a’% given for the purpose
, S & 8
shall be reviewed/ recalled. 2N Q
AR 20N
o @ O
7 QTN
O N \©Q
Shepis? X0
Mlsc%tf}t\ne/&sqﬁtructlons

N\ Q QG
68. Expansion of activities\@ a %ag?e NBFC through automatic route
Applicable NBFC with Q%l@%}g@d Investment (FDI) under the automatic route
shall be permitted to&indpo@ékecoonl those activities which are permissible under the

R 7o
automatic route. Dive@%{g&én‘.@ any other activity shall require the prior approval
<
of FIPB. A c(gué%(a\@w&&@s entered into an area permitted under the FDI policy
: Q

(such a t\%éf\e)\gdd%@éks to diversify into NBFC sector subsequently would also

o

N\ >
have\% Qu@c@f)ﬁiance with the minimum capitalization norms and other
: (%
regulatio}l%‘?ﬁ‘a@cable.
&b

69. Ratings of applicable NBFCs

All applicable NBFCs with asset size of ¥100 crore and above shall furnish
information about downgrading/ upgrading of assigned rating of any financial product
issued by them, within fifteen days of such a change in rating, to the Regional Office

of the Bank under whose jurisdiction their registered office is functioning.
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70. Applicability of Know Your Customer (KYC) Direction, 2016
All applicable NBFCs having customer interface shall follow the Know Your

Customer (KYC) Direction, 2016, issued by the Department of Regulation as

amended from time to time.

71. Non- Reckoning of Fixed Deposits with banks as Financial Assets
Investments in fixed deposits shall not be treated as financial assets and receipt of
interest income on fixed deposits with banks shall not be treated as income from
financial assets as these are not covered under the activities mentioned in the
definition of “financial Institution” in section 45-1(c) of the RBI Act. &gﬁjes, bank
deposits constitute near money and can be used only for tempor@w%arking of idle
funds, and/or in cases where the funds are parked in fix%@\égﬁéi&fmitially to fulfil
the requirement of registration as NBFC i.e., NOF of\ﬁhO,@ til commencement
: > O &
of NBFI business. Q" &
RN
.9 .0
o : : S
72. Operative instructions relating to relgo)di%&'l%@}‘lcatlon in Ready Forward
Contracts, Settlement of Governmer&Sg?uri{'i@g Transactions and Sale of
o 0

iti llotted in Pri I 9" A
securities allotted in Primary ssu@\ o @Q

. \Oo%
O

N
All applicable NBFCs shall foll\g@?’ the g%@élines on transactions in Government
Securities as given in the cir%u%r\@l)@%RS.OSM0.02.01/2003—04 dated March 29,
\ (%4
2004 and IDMD.PDRS.A@?@&%{%@%%0.02.01/2004-05, both dated May 11, 2005
and Repurchase Tra@?&%@‘ns @Répo) (Reserve Bank) Directions, 2018, dated July
'g,eﬁ“ / “?
24, 2018, as amen d@%n{;tgmeéb ime.
Q > Vv
RN .
73. Rep&@fh%g}aqﬁﬁnsoﬁr Corporate Bond Transactions
With@ee&@ougj@%@&t 2014, all applicable NBFCs should report their secondary
market O %@%@ in corporate bonds within 15 minutes of the trade on any of the
stock exchan@@s (NSE, BSE and MCX-SX). The provisions of the circular dated
IDMD.PCD.10/14.03.06/2013-14 dated February 24, 2014, as amended from time to

time, shall be adhered to.

74. Unsolicited Commercial Communications - National Do Not Call Registry
(1) Applicable NBFCs shall
(i) Not engage Telemarketers (DSAs/ DMAs) who do not have any valid

registration certificate from DoT, Govt. of India, as telemarketers; applicable
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NBFCs shall engage only those telemarketers who are registered in terms of
the guidelines issued by TRAI, from time to time, for all their promotional/
telemarketing activities.

(i)  Furnish the list of Telemarketers (DSAs/ DMAs) engaged by them along
with the registered telephone numbers being used by them for making
telemarketing calls to TRAI; and

(iii) Ensure that all agents presently engaged by them register themselves

with DoT as telemarketers.

75. Investment through Alternative Investment Funds - Calculation of NOF of
an applicable NBFC \&9
While arriving at the NOF figure, investment made by an applicablqﬁ%FC in entities
of the same group concerns shall be treated alike, whethgbq@%\@g{)ment is made
directly or through an Alternative Investment Fund((}q&@b\v%q%re Capital Fund
(VCF), and when the funds in the VCF have com o@g@ﬁ\plicable NBFC to the
o)
extent of 50per cent or more; or where the begehc'@bo (@Y in the case of Trusts is
the applicable NBFC, if 50 per cent of theétfh%s@@?ho&rusts are from the concerned
O
applicable NBFC. For this purpose, ;b@?qe%@ﬁal\s@nership" shall mean holding the
power to make or influence decisi@?in@&e@@%t and being the recipient of benefits
. /
arising out of the activities of @%’gst.%g@rriving at the NOF, the substance would
Q
take precedence over forrr%\?} @C} Q)r‘)
003 Q\K N
AR
76. Treatment of Qé@rggﬁta}%ss_)ets (DTA) and deferred tax liabilities (DTL) for
computation on c’apéﬁ} "b(& q/Q
(1) As crea{@o@%@qz@@ve rise to certain issues impacting the balance sheet
of the QSEQ %\ rgggatory treatment to be given to these issues shall be as
N\ X ()\ xS
under:* ((\\Q Q
N - o |
(i) Thé(balg_ e in DTL account shall not be eligible for inclusion in Tier | or Tier
Il capital%r capital adequacy purpose as it is not an eligible item of capital.
(i) DTA shall be treated as an intangible asset and shall be deducted from Tier |
Capital.
(2) In this connection
(i) DTL created by debit to opening balance of Revenue Reserves or to Profit
and Loss Account for the current year shall be included under 'others' of "Other

Liabilities and Provisions."
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(i) DTA created by credit to opening balance of Revenue Reserves or to Profit
and Loss account for the current year shall be included under item 'others' of
"Other Assets."
(iiif) Intangible assets and losses in the current period and those brought forward
from previous periods shall be deducted from Tier | capital.
(3) DTA computed as under shall be deducted from Tier | capital:
(i) DTA associated with accumulated losses; and
(i) The DTA (excluding DTA associated with accumulated losses) net of DTL.
Where the DTL is in excess of the DTA (excluding DTA associated with

accumulated losses), the excess shall neither be adjusted against&em (i) nor

added to Tier | capital. 61:\(\
&
Q
77. Introduction of Interest Rate Futures @Qb > (lrzb
. @ Q

(1) Applicable NBFCs can participate in the desigg)%@%giér{e\gt?fate futures (IRF)
exchanges recognized by SEBI, as clients, suﬁ@%ctostboggl%rence to instructions
contained in Rupee Interest Rate Derivatives@@bs(g@e@nk) Directions, 2019 dated
June 26, 2019, as amended from time(b&psoti{r@g?‘f\@&he purpose of hedging their
underlying exposures. Applicable NBF@S pgﬁci@\hg in IRF exchanges shall submit
the data in this regard half year‘lyg"\otr}gp%eg@r%ed format, to the Regional Office of
the Department of Supervisig@%f.\\@% %a?k in whose jurisdiction their company is

Q:
registered, within a period ofth from the close of the half year.
g p (bég%{@fﬁ\@ y

. L 0
© X¢ 9
78. Finance for i Pfojects - Incorporating clause in the terms and

conditions t&@i/s\%bsedh(\&afﬂnphletsl brochures/ advertisements, information
regarding&ffbgdég@éf(\%(c;\perty to the applicable NBFC
While@&%\é@&ﬁgﬁlc&&?housing/ development projects, applicable NBFC shall also
stipulate\éé‘%@%\rté&)the terms and conditions that:
(i) tﬁe g&%er/ developer/ owner/ company shall disclose in the Pamphlets/
Brochures/ advertisements etc., the name(s) of the entity to which the property
is mortgaged.
(i) the builder/ developer/ owner/ company shall indicate in the pamphlets/
brochures, that they would provide No Objection Certificate (NOC)/ permission

of the mortgagee entity for sale of flats/ property, if required.
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Applicable NBFCs shall ensure compliance with the above stipulations and funds
shall not be released unless the builder/ developer/ owner/ company fulfil the above

requirements.

79. Loan facilities to the physically/ visually challenged by applicable NBFCs

Applicable NBFCs shall not discriminate in extending products and facilities including
loan facilities to physically/ visually challenged applicants on grounds of disability. All
branches of applicable NBFCs shall render all possible assistance to such persons
for availing of the various business facilities. Applicable NBFCs shall include a
suitable module containing the rights of persons with disabilities guaranteed to them
by the law and international conventions, in all the training programmg%‘%onducted

for their employees at all levels. Further, applicable NBFCs shall eQ&re redressal of

grievances of persons with disabilities under the Grleva%ﬁeg r | Mechanism
already set up by them. \@6 6\(0 %fl’
(\
QQ xﬁs*Q
80. Participation in Currency Futures (\ \17 §®

N
Applicable NBFCs shall participate in them%s@ﬁ@t@\ currency futures exchanges

recognized by SEBI as clients, subjec(\% génlxq‘}ﬁ:orelgn Exchange Department)
guidelines in the matter, only fon@%qi&? of hedging their underlying forex
exposures. Disclosures shall *ﬁﬁage/ nethe balance sheet relating to transactions

undertaken in the currency{ﬁtur n@&et in accordance with the guidelines issued

by SEBI. §§D <>
81. Entry into ms*urat&e gﬁg’

(1) For entr%q‘é\o ‘i\ﬁ\su{eﬂce\%usmess applicable NBFCs shall make an application
along n% ss\&%/ Q@hlculars duly certified by their statutory auditors to the
Reglog |ce\\@ 6é‘,bartment of Supervision of the Bank in whose jurisdiction the
reglstered Qfﬁ:q\@%he applicable NBFCs is situated.

(2) Appllca%le NBFCs shall take up insurance agency business on fee basis and
without risk participation, without the approval of the Bank subject to the certain

eligibility conditions.

(3) The Detailed Guidelines are as provided for in Annex XIl.
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82. Issue of Credit Card

Applicable NBFCs registered with the Bank shall not undertake credit card business
without prior approval of the Bank. Any company including a non-deposit taking
company intending to engage in this activity requires a CoR, apart from specific
permission to enter into this business, the pre-requisite for which is a minimum net
owned fund of 100 crore and subject to such terms and conditions as the Bank may
specify in this behalf from time to time. Applicable NBFCs shall not issue debit cards,
smart cards, stored value cards, charge cards, etc. Applicable NBFCs shall comply
with the instructions issued by Bank to commercial banks vide DBOD.FSD.BC.49/
24.01.011/ 2005-06 dated November 21, 2005 and as amended from E@g&?o time.

>
Q
83. Issue of Co-branded Credit Cards fbob OQ ({/b
Applicable NBFCs registered with the Bank are aII{@eq ,g@ecﬂvgely to issue co-
N\ Y

&)

branded credit cards with scheduled commercialé@%&q\\%’j\\f@%ut risk sharing, with
prior approval of the Bank, for an initial period Bf\?v«\&@?e@@oand a review thereafter.

(%)
Applicable NBFCs fulfilling the minimum @gll@‘ﬁ/ Q(e\?uirements and adhering to
certain stipulations are eligible to apply@?e @%@u?/ requirements are as stipulated

%)
S 9 Q\}»
Q

in Annex XIll. RPN/

’KQ /7 6
NS 2
84. Distribution of Mutual Efnd la;p?oducts
Applicable NBFCs reg'@@?e\@%ittb\@he Bank shall distribute mutual fund products
. @)
subject to compliq&e@v{ggg@tr}e%s%m guidelines/ regulations, including its code of
conduct, for distﬁout@ %(\‘Pnué;ﬂ fund products. The detailed guidelines are as
. . O < Q Q)
provided in exX IV
SN
& @ O : o
85. A@Tl e(\t@ﬁFQ}onot to be partners in partnership firms
(1) No 'E%Q(,@bléﬁ%BFC shall contribute to the capital of a partnership firm or
X
become a parffer of such firm.
(2) In this connection;
a) Partnership firms shall also include Limited Liability Partnerships (LLPs).
b) The aforesaid prohibition shall also be applicable in respect of Association of
persons, these being similar in nature to partnership firms
Applicable NBFCs which had already contributed to the capital of a partnership firm/

LLP/ Association of persons or are a partner of a partnership firm/ LLP or member of
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an Association of persons shall seek early retirement from the partnership firm/ LLP/

Association of persons.

86. Submission of data to Credit Information Companies (CICs) - Format of
data to be submitted by Credit Institutions
(1) All applicable NBFCs (other than those which are purely into investment activities
without any customer interface) shall become member of all CICs and submit data
(including historical data) to them.
(2) In terms of sub-sections (1) and (2) of section 17 of the Credit Information
Companies (Regulation) Act, 2005, a credit information company may .require its
members to furnish credit information as it may deem necessary in ag@&dance with
the provisions of the Credit Information Companies (Regulat'g)n) A;Q)QQO% and every
such credit institution has to provide the required &@9?%1:?0 that credit
information company. In terms of Regulation 10(33&’?) Stbtheg%redit Information
Companies Regulations, 2006, every credit instit%@% 8@?@6\\0
(a) keep the credit information mai%@’h%‘ﬁ‘bbﬁ, updated regularly on a
monthly basis or at such shorter integ&i@)&m\é@ally agreed upon between the
credit institution and the credit mf@]‘r\;ba(to@(n Qgﬁ%\pany; and
(b) take all such steps w%ﬁ%o;%%@@ hecessary to ensure that the credit
information furnished byKiQé %@Q‘a%%zgccurate and complete.

¢ O
(b@\ & \@QD
87. Data Format for Furni ing of Credit Information to Credit Information

o
NS
Companies and d&&%@g&létg@Measures
/
All applicable {\JBE&S sgaﬁ\qc&’nply with the instructions contained in the Bank’s
circular DB@DJ\@CID@CJ\WIZOJ6.056/2013-14 dated June 27, 2014, amended
O SIRNE AT . . .
from t@é’%@zheé}@yl&&own instructions regarding the following:
(i) Cre\éhng(ﬁvgr@ness about Credit Information Report (CIR);
N
(i) Usagg o&@?ﬁ? in all Lending Decisions and Account Opening;

(i) Populating Commercial Data Records in Databases of all CICs;

(iv) Standardisation of Data Format;

(v) Constitution of a Technical Working Group;

(vi) Process of Rectification of Rejected Data;

(vii) Determining Data Quality Index;

(viii) Calibration of Credit Score and Standardising Format of CIR;

(ix) Best practices for Banks/Fls.
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(2) Applicable NBFCs shall comply with the provisions contained in the circular
DoR.FIN.REC.59/20.16.056/2021-22 dated October 14, 2021 on ‘Data Format for
Furnishing of Credit Information to Credit Information Companies’.

Applicable NBFCs shall comply with the directive issued under CICRA Sec 11(1) by
the Bank vide DBR.No.CID.BC.59/20.16.056/2014-15 dated January 15, 2015.

88. Implementation of Green Initiative of the Government

All Applicable NBFCs shall take proactive steps for increasing the use of electronic
payment systems, elimination of post-dated cheques and gradual phase-out of
cheques in their day-to-day business transactions which would result in more cost-
effective transactions and faster and accurate settlements. 61}\(\
Q)’b
89. Attempt to defraud using fake bank guarantee- Modh @e@t:a

Instances of fraud have been brought to the noug@ c&’&he@R | wherein Bank
Guarantees (BGs) purportedly issued by a cou@@ ocg\})arac%ranches in favour of
different entities were presented for confler)@ﬁétm@E Qb%ther commercial banks/
individuals representing some beneﬂmaryjﬁn%%%‘B\Gs were submitted along with
Confirmation Advice/ Advice of Acgéﬁta%@é \@e of the beneficiaries was the
reporting banks customer. The req}élnl@ tzg.@glmarles and applicants were neither

the customers of the bank nor@brecﬁey% own to the bank branch officials.
\@ () 5
A scrutiny of the said re@ e;gethat these bank guarantees were fake and the

signatures of the Qéﬂk ’&flmﬁ% (gppearlng on the BG were forged. The bank
branches purported tcxhavg&s%&f the BGs also confirmed that they had not issued

the same. E@é\h@fg@%t 8% the BGs and their serial numbers did not match with
that of t a C) &

&\ Q{b Q
Appllcabé\l\@\08@hall take notice of the above facts in order to exercise due

caution whife g@ﬁdllng such cases.

90. Credit Default Swaps (CDS) — Applicable NBFCs as Users

(1) Applicable NBFCs shall only participate in CDS market as users. As users, they
shall buy credit protection only to hedge their credit risk on corporate bonds they
hold. They shall not sell protection and hence shall not enter into short positions in

the CDS contracts. They shall exit their bought CDS positions by unwinding them
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with the original counterparty or by assigning them in favour of buyer of the
underlying bond.

(2) Apart from complying with all the provisions above, applicable NBFCs shall, as
users, also ensure that the guidelines enclosed including operational requirements

for CDS as provided in Annex XV, are fulfilled by them.

91. Securitisation of Standard Assets and Transfer of Loan Exposures
Applicable NBFCs shall ensure compliance with the instructions contained in Master

Direction — Reserve Bank of India (Securitisation of Standard Assets) Directions,

2021 and Master Direction — Reserve Bank of India (Transfer of Loan Exposures)
Directions, 2021, both dated September 24, 2021 on matters related tg{é%cuntlsatlon

of standard assets and transfer of loan exposures. @(b
>
S
O v
92A. Legal Entity Identifier for Borrowers'? KQQQ) 0‘\\0 C’;\\O

(1) The Legal Entity Identifier (LEI) code is ccyfbel\(é% 6\‘6 key measure to improve
the quality and accuracy of financial datags\?st@ﬁ'?s {@‘\better risk management post
the Global Financial Crisis. LEI is g@ogmblt&%que code to identify parties to
financial transactions worldmde@f}?\cc@rdl , it is advised that non-individual
borrowers enjoying aggregat@\xp@ﬁjrg@? %5 crore and above from banks' and
financial institutions (FIs) 159}%3{&5@ r&;uwed to obtain LEI codes as per the timeline

given below < (,
R %)
T6t‘a1 og\tfre({/b LEI to be obtained on or before
Above 32 ror@?z 2 April 30, 2023
&C .I'(\Q AQ" P

Abov%&%&br@%%@p to ¥25 crore  |April 30, 2024

%&@or@’n%@b%@ and up to 10 crore |April 30, 2025
\Q\

Note: “Exp(é @ or this purpose shall include all fund based and non-fund based

(credit as we? as investment) exposure of banks/Fls to the borrower. Aggregate
sanctioned limit or outstanding balance, whichever is higher, shall be reckoned for

the purpose. Lenders may ascertain the position of aggregate exposure based on

'3 Vide circular DOR.CRE.REC.28/21.04.048/2022-23 dated April 21, 2022.

4 “Banks” shall mean Scheduled Commercial Banks (excluding Regional Rural Banks), Local Area Banks, Small Finance
Banks and Primary (Urban) Co-operative Banks

'S “Financial Institutions” (FIs) shall mean All India Financial Institutions (Exim Bank, SIDBI, NHB, NABARD and NaBFID) and
NBFCs (including HFCs).
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information available either with them, or CRILC database or declaration obtained

from the borrower.

(2) Borrowers can obtain LElI from any of the Local Operating Units (LOUSs)
accredited by the Global Legal Entity Identifier Foundation (GLEIF) — the entity
tasked to support the implementation and use of LEI. In India, LEl code may be
obtained from Legal Entity Identifier India Ltd (LEIIL), a subsidiary of the Clearing
Corporation of India Limited (CCIL), which has been recognised by the Bank as
issuer of LElI under the Payment and Settlement Systems Act, 2007 and is
accredited by the GLEIF as the LOU in India for issuance and managen&gnt of LEL.
The rules, procedure and documentation requirements may be as&éﬁained from
LEIIL. After obtaining LEI code, applicable NBFCs shall alsp ensﬁ@that borrowers

6
renew the codes as per GLEIF guidelines. éo

’b
(3) Borrowers who fail to obtain LEI codes fror@%n sa\u(t\hgtged LOU shall not be
sanctioned any new exposure nor shall theég‘t\)e r@ﬁ renewal/enhancement of
any existing exposure. However, Depa@‘;ﬂer@g?AQ@ﬁ ies'® of Central and State
Governments (not Public Sector Unqé‘r?al%ﬁbs \g&jlstered under Companies Act or
established as Corporation underd}w\e r%vq& statute) shall be exempted from this

provision. Q\K

\Q} Q)rb

(4) Applicable NBFCs %&I e@sou@%e borrowers to obtain LEI for their parent entity

as well as all subs,@@?f sé%d/a%%oglates

‘1/
93. Ransgf[\@%eS&NO&gh Private Placement by applicable NBFCs-
o’ &
Deben L@es\Q & ’b 60

Applic bg@N%E%soghall follow the guidelines on private placement of Non-
Convertlblé<]§\els@§ures (NCDs) given in Annex XVII. The provisions of Companies
Act, 2013 a%d Rules framed thereunder shall be applicable wherever not

contradictory.

6 A government agency is an administrative set up of the government, responsible for certain area/s of activity, e.g., ISRO,
BIS, DGCA, etc.
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94. Filing of records of mortgages with the Central Registry

Applicable NBFCs shall file and register the records of equitable mortgages created
in their favour on or after March 31, 2011 with the Central Registry of Securitisation
Asset Reconstruction and Security Interest of India (CERSAI) and shall also register
the records with the Central Registry as and when equitable mortgages are created

in their favour. Applicable NBFCs shall register all types of mortgages with CERSAII.

95. Early Recognition of Financial Distress, Prompt Steps for Resolution and
Fair Recovery for Lenders: Framework for Revitalizing Distressed Assets in
the Economy
Framework for Revitalizing Distressed Assets in the Economy (F\r&@%work) as
provided for in Annex XVIII shall apply to all NBFC-Factors. T%b%epartment of
Regulation, of the Bank has made certain modification{g\\% @@f J-'i'famework vide
circulars dated October 21, 2014, December 22, 2014\@n%é}%({1%, September 24,
2015 and February 25, 2016.The modifications é&@%sg\ﬂprg\@\work made vide the
above mentioned circulars shall also apply, m%@ﬁs&ﬁa@g to applicable NBFCs.
\QQ) Q)‘b &
96. Rounding off transactions to the rgsﬁigéée by applicable NBFCs
All transactions of applicable NBE.\\QQ r@md@@ﬁ payment of interest on deposits/
charging of interest on advanc&@; shall la? rounded off to the nearest rupee, i.e.
fractions of 50 paise and a%Q?e ét%l (gegrounded off to the next higher rupee and
fractions of less than 5 q?:@%h(bqﬂ» e ignored. It shall be ensured that cheques/
drafts issued by cli,e&@ﬁvc%@a&irbiﬁgojgactions of a rupee shall not be rejected by them.
/ @rb (\A Qq’
97. Appoint@tg@'N @D\@)o(ksit Accepting applicable NBFCs as sub- agents
under M\g\b‘e?( &"ﬁ\n@' Sgérvice Schemes (MTSS)

. . O
Appli@ﬁ - E\@@n@?act as sub-agents under MTSS without any prior approval of
i o
the Bank: Q\(\ \@b
b(b

98. Provision of Safe Deposit Locker Facility by applicable NBFCs

Providing safe deposit locker facility is a fee-based service and shall not be reckoned
as part of the financial business carried out by applicable NBFCs. Applicable NBFCs
offering safe deposit locker facility or intending to offer it, shall disclose to their

customers that the activity is not regulated by the Bank.
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99. Undertaking of Point of Presence (PoP) Services under Pension Fund
Regulatory and Development Authority for National Pension System (NPS)
Applicable NBFCs shall not undertake Point of Presence (PoP) services for National

Pension System (NPS) under Pension Fund Regulatory and Development Authority.

100. Criteria for deciding NBFC-ND-SI status
(1) Once an NBFC reaches an asset size of 500 crore or above, it shall be subject

to the regulatory requirements as per Non-Banking Financial Company -

Systemically Important Non-Deposit taking Company and Deposit taking Company

(Reserve Bank) Directions, 2016, despite not having such assets as on &e date of
last balance sheet. All such non-deposit taking NBFCs shall cm(@ﬁl\y with the
regulations/directions issued to NBFC-ND-SI from time to gme, ;ib(b

Q
attain an asset size of 500 crore, irrespective of the d&Q@w@bﬁh) such size is
RN

and when they

. @ . @ .
attained. PN &
NS
& & &
(2) In a dynamic environment, the asset size 8@% gg@%p@ can fall below ¥ 500 crore
in a given month, which may be due to t%éw%ci@%{@ations and not due to actual
X
downsizing. In such a case the co@?a@%h@@ continue to meet the reporting
O O
requirements and shall comply wiéb’}\fhe/@xt@?%rections as applicable to NBFC-ND-
Sl, till the submission of its @%@te@alance sheet to the Bank and a specific
dispensation from the Ban%gi .tQisore (%
NN
@ 2@ &
101. Need for pu@&éﬂc&be&s&e Closure of the Branch/ Office by applicable
/
NBFC o @ szf\q(l/
Applicableb{@lgcﬁ %eﬁ(\%w'é at least three months public notice prior to the date of
cIosu@@ﬁo&(& b{a\%ches / offices in, at least, one leading national newspaper
) O : :
and a Ie\éa[r{gzﬁago(covermg the place of branch / office) vernacular newspaper
A\
indicating %h%@% the purpose and arrangements being made to service the

depositors etc.

102. Migration of Post-dated cheques (PDC)/ Equated Monthly Instalment (EMI)
Cheques to Electronic Clearing Service (Debit)

Considering the protection available under section 25 of the Payment and Settlement
Systems Act, 2007 which accords the same rights and remedies to the payee

(beneficiary) against dishonour of electronic funds transfer instructions on grounds of
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insufficiency of funds as are available under section 138 of the Negotiable
Instruments Act, 1881, there shall be no need for applicable NBFCs to take
additional cheques, if any, from customers in addition to ECS (Debit) mandates.
Cheques complying with CTS-2010 standard formats shall alone be obtained in
locations, where the facility of ECS/ RECS is not available.

103. Refinancing of Project Loans
(1) Applicable NBFCs are allowed to refinance any existing infrastructure and other
project loans by way of take-out financing, without a pre-determined agreement with

other lenders, and fix a longer repayment period, the same shall not be &onmdered

as restructuring if the following conditions are satisfied: &
>
i. Such loans shall be 'standard' in the books of the g&\l rs, and shall
have not been restructured in the past; 6 (1/

\& \’Z} 23

(0 O (\

\(\

ii. Such loans shall be substantially taken Q@Sr an 50 per cent of the

outstanding loan by value) from the ex\g@ﬁ%@n@ lenders; and
(\
\}O
iii. The repayment period shall b@:?xgd@ é&&(lng into account the life cycle of

the project and cash flows fr%rﬁbthe%r

»
(2) For existing project Ie@s éfihezg)"bt?‘ue aggregate exposure of all institutional

lenders is minimum %1@@0 @ore@g'ppllcable NBFCs may refinance such loans by
way of full or partjetital%’but/%a%cmg, even without a pre-determined agreement
with other Ienderé f@ Iq&ger repayment period, and the same shall not be
considered .ﬁr@%ug{&ﬁngg?n the books of the existing as well as taking over

Iendeéﬁ%\% g§§hdltl0n8 are satisfied:

I. Tﬁ(\ qubshall have started commercial operation after achieving Date of
Commerﬁs%ment of Commercial Operation (DCCO);

ii. The repayment period shall be fixed by taking into account the life cycle of
and cash flows from the project, and Boards of the existing and new lenders
shall be satisfied with the viability of the project. Further, the total repayment
period shall not exceed 85 per cent of the initial economic life of the project /

concession period in the case of PPP projects;
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iii. Such loans shall be 'standard' in the books of the existing lenders at the time

of the refinancing;

iv. In case of partial take-out, a significant amount of the loan (a minimum 25%
of the outstanding loan by value) shall be taken over by a new set of lenders

from the existing financing lenders; and

v. The promoters shall bring in additional equity, if required, so as to reduce the
debt to make the current debt-equity ratio and Debt Service Coverage Ratio

(DSCR) of the project loan acceptable to the applicable NBFCs.

O
(3) A lender who has extended only working capital finance for a %@%ct shall be

treated as 'new lender' for taking over a part of the pro;e% tern@@an as required

under the guidelines. éo
<z> oV
(4) The above facility shall be available only ong& q\uﬂhg\tﬁ% life of the existing
O
roject loans.
Q <b @
104. Guidelines for Relief Measures @? gﬁFcéOm areas affected by Natural
2 3°
Calamities OQ P S

The Bank has issued gwdellne\@cfo ban g‘n regard to matters relating to relief
measures to be provided éﬂ a&e@s ,gﬂeécted by natural calamities vide Master
Direction — Reserve Ba hft’)&k‘fg} a\(ReIlef Measures by Banks in Areas affected by
Natural Calamltles)AsalreQQBn®<.2018 — SCBs dated October 17, 2018. These
guidelines shall be n@@tli\\‘m@dls applicable, to NBFCs, in areas affected by
natural calan@%s%él |f,@| or implementation of suitable relief measures by the
mshtuho@fra@b«ﬁrg Qsé District Consultative Committee/ State Level Bankers'
ntﬁ‘t NS

Com eeQ\ 0 O

RN GO
<<\

105. Dlsburséibof loan amount in cash

Every NBFC shall ensure compliance with the requirements under sections 269SS

and 269T of the Income Tax Act, 1961, as amended from time to time.

106. Managing Risks and Code of Conduct in Outsourcing of Financial
Services by NBFCs
NBFCs shall conduct a self-assessment of their existing outsourcing arrangements

and bring these in line with the directions as provided at Annex XIX.
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106A. Guidelines on Digital Lending

NBFCs shall also comply with the instructions contained in circular on ‘Guidelines on

Digital Lending’ dated September 02, 2022'7, as amended from time to time.

106B. Loans Sourced by NBFCs over Digital Lending Platforms: Adherence to
Fair Practices Code and Outsourcing Guidelines

(1) Many digital platforms have emerged in the financial sector claiming to offer
hassle free loans to retail individuals, small traders, and other borrowers. NBFCs are
also seen to be engaging digital platforms to provide loans to their customers. In
addition, some NBFCs have been registered with Reserve Bank as ‘ggital—only’
lending entities while some NBFCs are registered to work both on dg&é\l and brick-
mortar channels of credit delivery. Thus, NBFCs are observed to @?d either directly
through their own digital platforms or through a digitalé@@@o orm under an
outsourcing arrangement. Such digital platforms, %@ sg@r%l-ooccasions tend to
portray themselves as lenders without disclosiﬁr@%hg\\%\%g@ of the NBFC at the
backend, as a consequence of which, custoqr)@s(b@lé Qy‘t able to access grievance
redressal avenues available under the(bgja%i@%n(o@mework. Of late, there are
several complaints against the Iendin@ﬁla@m\s}@\hich primarily relate to exorbitant
interest rates, non-transpareqt @(ﬁéoth/&% Q&Qcalculate interest, harsh recovery
measures, unauthorised use @%@abﬁa and bad behaviour.

(2) Although digital deIi\(/bej‘g’ j@@%r\e@éb%ntermediation is a welcome development,
concerns emanate f‘rgﬁngnq%(@parency of transactions and violation of extant
guidelines on outséﬁ\' \of ﬁﬁaq/‘&bal services and Fair Practices Code, etc. issued
to NBFCs. It is;,\tf%@for%b(r\eqit&%ted that NBFCs, irrespective of whether they lend
through thgi@ogé\d'@)ﬁ?lgn'ﬁing platform or through an outsourced lending platform,
must ag \rQché t&@F%{&ractices Code guidelines in letter and spirit. They must also
meticulo@y\{@ﬁg\&ggulatory instructions on outsourcing of financial services and IT
services. < 6(5@

(3) It must be noted that outsourcing of any activity by NBFCs does not diminish their
obligations, as the onus of compliance with regulatory instructions rests solely with
them. Wherever NBFCs engage digital lending platforms as their agents to source
borrowers and/ or to recover dues, they must follow the following instructions:

(a) Names of digital lending platforms engaged as agents shall be disclosed on the
website of NBFCs.

17 Refer to circular DOR.CRE.REC.66/21.07.001/2022-23 dated September 02, 2022
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(b) Digital lending platforms engaged as agents shall be directed to disclose upfront
to the customer, the name of the NBFC on whose behalf they are interacting with
him.

(c) Immediately after sanction but before execution of the loan agreement, the
sanction letter shall be issued to the borrower on the letter head of the NBFC
concerned.

d) A copy of the loan agreement along with a copy each of all enclosures quoted in
the loan agreement shall be furnished to all borrowers at the time of sanction/
disbursement of loans.

e) Effective oversight and monitoring shall be ensured over the digg)l lending
platforms engaged by the NBFCs. \@Q
f) Adequate efforts shall be made towards creation o%awa@?ess about the
grievance redressal mechanism. (b. éo

(4) Any violation in this regard by NBFCs (including W%%%étered to operate on

‘digital-only’ or on digital and brick-mortar changé?s so\f de@ery of credit) will be

viewed seriously. Q 6{‘ Q\
>
‘Q Q? (\
9 R\4 O
107. Technical Specifications for Ql\op%ﬂ}c@&‘lts of the Account Aggregator
ecosystem ’Q Q‘ Q.

The NBFC-Account Aggregatﬂ‘mo%ﬁldates financial information, as defined in
para 3(1)ix of Master Gigéctne%’ ?Pon Banking Financial Company - Account
Aggregator (Reserve B%nk %Are@tlons 2016, of a customer held with different
financial entities, 'ﬁ()\ a réssrl/‘ﬁnanmal sector regulators adopting different IT
systems and n{teer@ é{bord@r to ensure that such movement of data is secured,
duly autho&%%@n&mﬁ\a({& seamless, it has been decided to put in place a set of
core ’@ﬁ Q@%p@flc@ﬁ%ns for the participants of the AA ecosystem. Reserve Bank
Informat@cﬁ I@S:\hg&?)gy Private Limited (ReBIT), has framed these specifications
and publlsﬁ%cgﬁe same on its website (www.rebit.org.in).

Applicable NBFCs acting either as Financial Information Providers (FIP)'® or

Financial Information Users (FIU) are expected to adopt the technical specifications
published by ReBIT, as updated from time to time.
Chapter - XII

Reporting Requirements

'8 The definitions of FIP and FIU are as per the Master Direction- Non-Banking Financial Company - Account Aggregator
(Reserve Bank) Directions, 2016, as amended from time to time.
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108. The reporting requirements as prescribed by Department of Supervision shall

be adhered to by all applicable NBFCs.

Chapter — XIiI

Interpretations

109. For the purpose of giving effect to the provisions of these Directions, the Bank
may, if it considers necessary, issue necessary clarifications in respect of any matter
covered herein and the interpretation of any provision of these Directions given by
the Bank shall be final and binding on all the parties concerned. Violation of these
directions shall invite penal action under the provisions of RBI Act. @&ther these

provisions shall be in addition to, and not in derogation of thgprov@@ns of any other

(19(1/
Chapter-XtY' s\\0 \\o
Repeal Prtiyis
0

110. With the issue of the directions, th%ﬁsgg&tl@ guidelines contained in the
following circulars issued by the Barﬂ{%taéﬁ’ r@{éaled (list as provided below). All
approvals/ acknowledgements glvéﬁ u@er@i@gabove circulars shall be deemed as
given under these dwechon@\@%tl&)@ndmg such repeal, any action taken/
purported to have been t@g’n @c’lrél@?ed under the instructions/ guidelines having

repealed shall contmﬁ& tqq)%o‘@wded by the provisions of said instructions/

laws, rules, regulations or directions, for the time being in f&ce\\O

guidelines. &\\ > * q‘/b
/ S QO
o &V
,5$QQ’&\ I A&
Sr. & . < .
No. .szoé g\c‘l{@%%g Date Subject
1 \W@\‘O xO” December 18, | NBFC Prudential Norms (Reserve
BSA28/[CGM(VSNM)- 1998 Bank) Directions, 1998
98" <<\<\
2 | DNBS. (I?@) CC.No. 11 November 15, | Amendments to NBFC Regulations
/02.01/99-2000 1999
3 | Notification No. January 13, | NBFC Prudential Norms (Reserve
DNBS.135/CGM(VSNM)- 2000 Bank) Directions, 1998
2000
4 Notification June 30, NBFC Prudential Norms (Reserve
DNBS.142/CGM(VSNM)- 2000 Bank) Directions, 1998
2000
5 | DNBS(PD).CC.N0.15/02.01/2 June 27, Asset Liability Management (ALM)
000-2001 2001 System for NBFCs - Guidelines
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Sr.

No Circular No. Date Subject
6 DNBS.(PD).CC.No0.16/02.01/ June 27, Amendments to NBFC Regulations
2000-01 2001
7 | DNBS (PD) C.C. February 10, | Entry of NBFCs into Insurance
No0.35/10.24/2003-04 2004 Business
8 | DNBS (PD) CC No. 38 June 11, Transactions in Government
/02.02/2003-04 2004 Securities
9 DNBS (PD) C.C. July 7, 2004 | Issue of credit card
N0.41/10.27/2004-05
10 | DNBS (PD) CC No.49 June 9, 2005 | Operative instructions relating to
/02.02/2004-05 relaxation/modification in  Ready
Forward Contracts, Settlement of
Government Securities Transactions
and Sale of secunh@@éllotted in
Primary Issues &
11 | DNBS.(PD).C.C.N0.63/02.02/ | January 24, | Prior Public Noti (N)out Change in
2005-06 2006 Control /K@na@enf)
12 | DNBS (PD) CC September | Guidefin €s on E‘@VPractlces Code
N0.80/03.10.042/2005-06 28, 2006 for \Q) %\ Financial
13 | DNBS (PD) CC No. 82/ October 27, <@N‘loé*Pust‘ff\lotlce about change in
03.02.02 / 2006-07 2006 Q)(\ C(Qetr?\(\ anagement
14 | DNBS (PD) CC No. Decemb@(MQ;@,s@\éf Co-branded Credit Cards
83/03.10.27/2006-07 VZ\‘%G (\AQ’ \30
15 | DNBS (PD) CC No. Decembét 4, Distribution of Mutual Fund products
84/03.10.27/2006-07 (5\30 o@g by NBFCs
)
16 | DNBS.PD/ CC. ’D&c’em@?m, Financial Regulation of Systemically
N0.86/03.02.089/2006- 070 ,60 6 Important NBFCs and Banks’
6\'@ &QC o Relationship with them — for NBFCs’
O, P [0
17 | DNBS.PD/ CC. Nos WV A V gb\ ebruary 22, | Prudential Norms Directions —
89/03.05.002 /2@85 OZ® % by 2007 Deposit taking and Non-deposit
ro taking Non-Banking Financial
/7 @ (\* (\Q(]/ Companies (NBFCs)
18 | DNBS. P%QQ@_S M \Qgﬁ' May 24, 2007 | Complaints about excessive interest
2/29%& Q ~Q & charged by NBFCs
19 NB C104/83710. July 11, 2007 | Guidelines on Corporate Governance
- O
20 DNB\&E@QC No. 96/ July 31,2007 | NBFCs - FIMMDA  Reporting
03.16(@01,(@07 08 Platform  for  Corporate  Bond
4 Transactions
21 | DNBS.PD/CC.N0.107/03.10. October 10, | Guidelines on Fair Practices Code
042/2007-08 2007 for Non-Banking Financial
Companies
22 | DNBS.PD/C.C November 26, | Unsolicited Commercial
No0.109/03.10.001/2007-08 2007 Communications - National Do Not
Call Registry
23 | DNBS (PD) C.C. No. 124/ July 31, 2008 | Accounting for taxes on income-

03.05.002/ 2008-09

Accounting Standard 22- Treatment
of deferred tax assets (DTA) and
deferred tax liabilites (DTL) for

computation of capital
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3;‘ Circular No. Date Subject
24 | DNBS (PD). CC. August 1, Guidelines for NBFC-ND-SI as
No.125/03.05.002/2008-2009 2008 regards capital adequacy, liquidity
and disclosure norms
25 | DNBS.PD. CC No. 128/ September | Reclassification of NBFCs
03.02.059 /2008-09 15, 2008
26 | DNBS (PD) January 2, Regulation of excessive interest
C.C.No0.133/03.10.001/2008- 2009 charged by NBFCs
09
27 | DNBS (PD) CC. February 04, | Ratings of NBFCs
N0.134/03.10.001/2008-2009 2009
28 | DNBS (PD) April 24, 2009 | Clarification regardln egossessmn
CC.No0.139/03.10.001/2008- of vehicles financed FCs
09 Q)@Q
29 | DNBS (PD) CC. June 4, 2009 | Applicabili O(of 2y NBFCs-ND-SI
No0.141/03.10.001/2008-09 regulil{w \é (1/
30 | DNBS.PD/ CC.No. 142/ June 9, 2009 | NB \‘??eatgment of Deferred Tax
03.05.002 /2008-09 & t fe@@d Tax Liabilities for
q r@utat@ﬁ of Capital
Q " - N%)
31 | DNBS.PD.CC.No0.161/3.10.0 Septem o@\ilon of Interest Rate Futures-
1/ 2009-10 18, 2009 HNBFTs
32 | DNBS.PD/CC.N0.165/03.05. s@b%ﬁ r§‘ap|tal Adequacy - Risk weightage
002/2009-10 89 sfon Lending through Collateralized
\3 Q~ Borrowing and Lending Obligation
&Q (CBLO)
33 | DNBS.PD. CC O \cﬁ‘éb ry12, Infrastructure Finance Companies
No0.168/03.02.089 /20(@ C" @@010
Q\ \@
34 | DNBS (PD).CC.: 9 \e @U May 03, 2010 | Overseas Investment by NBFCs- No
No.173/03. 10'0“1\/2@669 10/ ™ Objection (NoC) from DNBS, RBI
35 DNBS(P%?CQ@Q_D 5@ (], May 6, 2010 | Finance for Housing Projects -
/03.10 Q& 20® 1Q-\ ,\O_)« Incorporating clause in the terms and
& O QO g conditions to disclose in
N\ sQ pamphlets/brochures/advertisements
$\ 0\@ xO , information regarding mortgage of
O property to the NBFC
36 DNB&G‘C@ July 27,2010 | Loan facilites to the physically /
191/0?3.18&1/2010 11 visually challenged by NBFCs
37 | DNBS (PD) CC No. 195/ August 9, Participation in Currency Futures
03.10.001/2010-11 2010
38 | DNBS.(PD).CC. No. 200 September | Submission of data to Credit
/03.10.001/2010-11 17,2010 Information Companies Format of
data to be submitted by Credit
Institutions
39 | Notification No. January 5, Non-Banking Financial (Non-Deposit
DNBS.(PD).219/CGM(US)- 2011 Accepting or Holding) Companies
2011 Prudential Norms (Reserve Bank)
Directions, 2007
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3;'. Circular No. Date Subject
40 | DNBS.CC.PD.N0.208/03.10. January 27, | Services to Persons with Disability -
01/2010-11 2011 Training Programme for Employees
41 | DNBS (PD) CC. March 16, Amendment to Definition of
No.213/03.10.001/2010-2011 2011 Infrastructure Loan
42 | DNBS.PD/ CC.NO. March 30, NBFCs not to be Partners in
214/03.02.002/2010-11 2011 Partnership firms
43 | DNBS.PD.CC.N0.221/03.02. | May 27, 2011 | Review of Guidelines on entry of
002/2010-11 NBFCs into Insurance Business
44 | DNBS (PD) CC.No. June 14, Opening of Branch/Subsidiary/Joint
222/03.10.001/2010-11 2011 Venture/Representative  Office or
Undertaking Investmentchbroad by
NBFCs
45 | DNBS(PD).CC. No.245 September 27 | Attempt to defraud Q&'ng fake bank
/03.10.42 /2011-12 , 2011 guarantee -modu erandi
46 | DNBS(PD).CC. No October 28 , | Implem %\of q,%en Initiative of
248/03.10.01 /2011-12 2011 the G@( mr ntq/
47 | DNBS.CC.PD.No. December 02, u ﬁp\n *New Category of
250/03.10.01/2011-12 2011 \\_Qon Banking Financial
g nﬁb @cl’(/hcro Finance Institutions’
,,Q;Q & Fls) - Directions
48 | DNBS.CC.PD.N0.255/03.10. | Decembep30<pTs of  Non-Convertible
01/2011-12 z@‘PIA@ ) Q@oentures (NCDs)
49 | DNBS (PD)CC.No.259 \)\"Non- Reckoning Fixed Deposits with
/03.02.59/2011-12 \§ @- %_@Q Banks as Financial Assets
50 | DNBS.PD/ \(" <Mar Non Banking Financial Company-
CC.N0.263/03.10.038 /20(@ \0 2 Micro Finance Institutions (NBFC-
12 6 &g %) MFIs) -  Provisioning  Norms-
N Ko Extension of time
51 | DNBS.CC.PD. N%Z\%/@_Q-oo March 21, NBFCs - Lending Against Security of
01/2011-12 & Ny 2012 Single Product — Gold Jewellery
52 | DNBS.CC.PD. NQ‘XBG/,O@‘IQ-@' March 26, | Guidelines on Fair Practices Code
1/2011-1;? ~(\ &Q ,\O_)« 2012 for NBFCs
53 | DNBS.PD.CC. M@s@s 10. | May 11, 2012 | Prudential Norms Directions, 2007 -
%}5&%@ ,& 6O Infrastructure Finance Companies -
‘O\ (\c} (} EIi_gibIe Credit_ Rating_Agencies -
& L GO Brickwork Ratings India Pvt. Ltd.
AN (Brickwork)
54 | DNBS.PBCC.N0.276/03.02. | May 30, 2012 | Uniformity in Risk weight for Assets
089/20171-12 Covering PPP and Post COD
Projects
55 | DNBS(PD)CC.No.297/Factor/ | July 23,2012 | The Non-Banking Financial
22.10.91/2012-13 Company —Factors (Reserve Bank)
Directions, 2012
56 | Notification August 1, Revised Capital Adequacy
No.DNBS(PD).249/CGM 2012 Framework for Off-Balance sheet
(US) -2012 items for NBFCs - Clarifications

81



https://rbi.org.in/Scripts/NotificationUser.aspx?Id=6242&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=6242&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=6291&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=6291&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=6313&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=6313&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=6439&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=6439&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=6460&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=6460&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=6738&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=6738&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=6783&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=6783&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=6857&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=6857&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=6913&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=6913&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=7063&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=7063&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=7081&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=7081&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=7081&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=7086&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=7086&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=7089&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=7089&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=7205&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=7205&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=7245&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=7245&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=7462&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=7462&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=7486&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=7486&Mode=0
https://rbi.org.in/Scripts/NotificationUser.aspx?Id=7486&Mode=0

Sr.

No Circular No. Date Subject
57 | DNBS (PD) August 03, | Non Banking Financial Company-
CC.N0.300/03.10.038/2012- 2012 Micro Finance Institutions (NBFC-
13 MFIs) — Directions — Modifications
58 | DNBS. PD. No. August 21, Revisions to the Guidelines on
301/3.10.01/2012-13 2012 Securitisation Transactions
59 | DNBS (PD) CC. No.303/ September | The Non-Banking Financial
Factor / 22.10.91/2012-13 14, 2012 Company —Factors (Reserve Bank)
Directions, 2012
60 | DNBS.PD/CC.NO.308/03.10. | November 06, | Standardisation and Enhancement of
001/2012-13 2012 Security Features in Cheque Forms -
Migrating to CTS 2010 Standards
61 | DNBS(Inf.).CC. No November 08, | Readiness of major service providers
309/24.01.022/2012-13 2012 to migrate from IPv4 to\
62 | DNBS.CC.PD.No. December 07, | Checklist for NBF% Non Banking
312/03.10.01/2012-13 2012 Financial Comp -Mlcro Finance
Instltutlo B@kmg Financial
Comp Institutions and
re@%vg@megjt ompanies
63 | DNBS.PD.CC.No. December 28, d‘iﬁlt@?o Jnfrastructure Loan' of
317/03.10.001/2012-13 2012 { monlsatlon
64 | DNBS.CC.PD.N0.320/03.10. | February 1@}‘ ch‘d %s on Fair Practices Code
01/2012-13 201% Q FCs — Grievance Redressal
2 Me%]anlsm Nodal Officer
65 | DNBS.CC.PD.N0.326/03.10. | May®7, a,ﬂ‘:s\fNBFCs finance for Purchase of Gold
01/2012-13 RPN~ ,.OQ
66 | DNBS.(PD).CC.N0.327/03.10¢) ay31b§©*13 ‘Non Banking Financial Company-
.038/2012-13 Q\ o [72) Micro Finance Institutions’ (NBFC-
& Q)Q? MFls) — Directions — Modifications in
,,é\',;‘gg o Pricing of Credit - Margin cap
67 | DNBS.PD/CC.No. <) «\> Qb\" June 11, NBFCs not to be Partners in
328/03.02. 002/2@2 18& % 2013 Partnership Firms - Clarifications
68 | DNBS (PD) CC Q‘] ,"July 26, 2013 | Unsolicited Commercial
03.10.042/2013¢4 ro Vv Communication- National Do Not
N KO Call Registry
69 | DNBS.PD.GC. IN'CQS54¢()3 10. August2, | Financing of Infrastructure -
Q0 14 \ ‘Q 2013 Definition of 'Infrastructure Lending'
\
70 ﬁN?‘C%&B% September | Lending Against Security of Single
/03 0 0&{3 14 16, 2013 Product — Gold Jewellery
71 DNBQ’PD&C No November 06, | Migration of Post-dated cheques
359/03.16.001/2013-14 2013 (PDC)/Equated Monthly Instalment
(EMI) Cheques to Electronic Clearing
Service (Debit)
72 | DNBS.(PD).CC.No November 12, | Filing of records of equitable
360/03.10.001/2013-14 2013 mortgages with the Central Registry
73 | DNBS.PD.CC.No November 28, | Participation of NBFCs in Insurance
361/03.02.002/2013-14 2013 sector
74 | DNBS.PD.CC.No. November 29, | Financing of Infrastructure -
362/03.10.001/2013-14 2013 Definition of 'Infrastructure Lending'
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Sr.

No. Circular No. Date Subject
75 | DNBS.PD.363/03.10.38/2013 January 1, | Advances guaranteed by Credit Risk
-14 2014 Guarantee Fund Trust for Low
Income Housing (CRGFTLIH) — Risk
Weights and Provisioning
76 | DNBS.CC.PD.No. January 08, | Lending Against Security of Single
365/03.10.01/2013-14 2014 Product — Gold Jewellery
77 | DNBS.CO.PD.No January 23, | Review of Guidelines on
367/03.10.01/2013-14 2014 Restructuring of Advances by NBFCs
78 | DNBS (PD) February 07, | ‘Non-Banking Financial Company-
CC.N0.369/03.10.038/2012- 2014 Micro Finance Institutions’ (NBFC-
13 MFIls) — Directions — Modifications in
“Pricing of Credit”
79 | DNBS (PD) March 21, Early Recognition of. Financial
CC.N0.371/03.05.02/2013-14 2014 Distress, Prompt eps for
Resolution and Fait> Recovery for
Lenders: Frame for Revitalising
Distresse ss,,qts inthe Economy
80 | DNBS. PD. No. March 24, | Revisio¥™ t YGuidelines on
372/3.10.01/2013-14 2014 Secuntis tpn Tr sactions - Reset
ob@’re\ ement
81 | DNBS (PD) April 07, 2014< é@\ through Alternative
CC.N0.373/03.10.01/2013-14 Q Funds — Clarification on
Q)Q’ Ic@ ion of NOF of an NBFC
82 | DNBS (PD).CC.No. Aprllog?ZOi@ {g@lstratlon of Non-Operative
374/03.10.001/2013-14 N&inancial Holding Companies
. °,,q? AQ\P (NOFHCs)
83 | DNBS (PD) Q’O\'hax\%,@ﬁ’i Requirement for obtaining prior
CC.No0.376/03.10. 001/2013\6 Q @6 approval of RBI in cases of
14 Y ' ,0% acquisition/ transfer of control of
AN IR NBFCs
84 | DNBS.CC.PD.No. 3@6303)‘ \K1ay27, 2014 | Rounding off transactions to the
01/2013-14 ".\\@\ \Q % Nearest Rupee by NBFCs
85 | DNBS(PD). CL\NOQ&@/O(S’TOq’QJuIyM, 2014 | Levy of foreclosure charges/pre-
42/2014-15 7 Q§\ (l/ payment penalty on Floating Rate
O 3 AQ O\« Loans
86 | DNBS/CC. o < August 12, | Appointment of Non-Deposit
Mk&)@ 2014 Accepting NBFCs with asset size of
NESIRGES %100 crore and above as sub -
O & O
& @) agents under Money Transfer
QY L0 Service Schemes (MTSS)
87 | DNBS.CC:PD.N0.406/03.10. | August12, | Interest Rate Futures - NBFCs
01/2014%45 2014
88 | DNBS (PD).CC. No August 20, Data Format for Furnishing of Credit
407/03.10.42 /2014-15 2014 Information to Credit Information
Companies (CICs) and other
Regulatory Measures
89 | DNBS (PD).CC.No. 408 August 21, NBFCs- Lending against Shares
/03.10.001/2014-15 2014
90 | DNBR (PD) CC. November 10, | Revised Regulatory Framework for
No0.002/03.10.001/2014-15 2014 NBFC
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Sr.

No. Circular No. Date Subject
91 | DNBR (PD) CC.No. November 10, | Review of the Non-Banking Financial
003/22.10.91/2014-15 2014 Company — Factors (Reserve Bank)
Directions, 2012
92 | DNBR.CO.PD.N0.011/03.10. January 16, | Review of Guidelines on
01/2014-15 2015 Restructuring of Advances by NBFCs
93 | DNBR.PD.CC.N0.012/03.10. January 19, | Flexible Structuring of Long Term
001/2014-15 2015 Project Loans to Infrastructure and
Core Industries
94 | DNBR.(PD).CC.N0.015/03.10 | January 28, | Submission of Data to Credit
.001/2014-15 2015 Information Companies - Format of
Data to be submitted by Credit
Institutions
95 | DNBR.(PD).CC.N0.019/03.10 | February 06, | Membership of Credit Information
.001/2014-15 2015 Companies (CICs) .(\Q
96 | DNBR (PD) CC February 20, | Raising Money é@ugh Private
No0.021/03.10.001/2014-15 2015 Placement of &“Non-Convertible
Debentur@@ N@S)-@y NBFCs
97 | Notification March Non- feall fonportant Non-
No.DNBR.008/CGM.(CDS)- 27,2015 rgé‘g‘:é’ (Non-Deposit
2015 olding) Companies
< |a orms (Reserve Bank)
Duge iod$, 2015
98 | DNBR.012/CGM.(CDS)-2015 Marchq,@ Mon-Banking Financial Company -
272}3 Q)Q g@ (Reserve Bank) Directions,
\,\ (A 2 (Amendment)
99 | DNBR.CC.PD.N0.027/03.10. 8(11 JNon-Banking Financial Company-
01/2014-15 Micro Finance Institutions (NBFC-
. KQ' Q‘ MFIs) — Directions — Modifications
Pa\
100 | DNBR < @pr;gﬁj 2015 | NBFCs- Lending against Shares —
(PD).CC.N0.028/03.1(g;_:§&1/\,32,c o Clarification
014-15 @ (Qﬁ(g
101 | DNBR. (PD).CG:f¥b. \\’J “2 | April 30, 2015 | Distribution of Mutual Fund products
033/03.10. 00'72 {\ ({]:3 by NBFCs
102 | DNBR.C D .0 3,107 | May 21, 2015 | Lending against security of single
01/20 5\0 @J\ : product - Gold Jewellery
103 | DNBR. bP‘gNé.%%sno. June 25, Appointment of Non-Deposit
0 _56)(0 C}'O 2015 Accepting NBFCs with asset size of
& Q}Q @) % 100 crore and above as sub-
\<<'\(\ @6 agents under Money Transfer
N Service Schemes (MTSS)
104 | DNBR (PD) CC.No. July 09, 2015 | Requirement for obtaining prior
065/03.10.001/2015-16 approval of RBI in cases of
acquisition/ transfer of control of
Non-Banking Financial Companies
(NBFCs)
105 | DNBR.CC.PD.N0.066/03.10. | July 23,2015 | Early Recognition of Financial
01/2015-16 Distress, Prompt Steps for

Resolution and Fair Recovery for
Lenders: Framework for Revitalising
Distressed Assets in the Economy -
Review of the Guidelines on Joint

Lenders' Forum (JLF) and Corrective
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Sr.

No. Circular No. Date Subject
Action Plan (CAP)
106 | DNBR.CO.PD.No. July 30, 2015 | Review of Guidelines on
067/03.10.01/2015-16 Restructuring of Advances by NBFCs
107 | DNBR.CC.PD.No. 069/ October 01, | Non Banking Financial Company-
03.10.01/ 2015-16 2015 Micro Finance Institutions (NBFC-
MFIs) — Directions — Modifications
108 | DNBR.CC.PD.No. October 29, | Early Recognition of Financial
070/03.10.01/2015-16 2015 Distress, Prompt Steps for
Resolution and Fair Recovery for
Lenders: Framework for Revitalising
Distressed Assets in the Economy -
Review of the Guidelines on Joint
Lenders' Forum (JLF) an@Corrective
Action Plan (CAP) o
109 | DNBR.CC.PD.No. November 26, | Non-Banking FI%&IN Company-
071/03.10.038/2015-16 2015 Micro Fin utions (NBFC-
MFls) (\ DNBS PD.No.
234/059 -2011 dated
2, 2011 and
@%Q? (gbﬁ/zom 15 dated April 08,
Q)(\ evision of the loan amount
2 JSuith-tenure not less than 24
110 | DNBR(PD).CC.No. Jargga/‘?gg‘ Provision of Safe Deposit Locker
072/03.10.001/2015-16 o 1;6?} \(&cility by NBFCs
111 | DNBR (PD)CC.No. \@o%&y@ Undertaking of Point of Presence
073/03.10.001/2015-16 ‘KQ’O y, g&‘ (PoP) Services under Pension Fund
Q\ OQ %) Regulatory and Development
S 2 Authority  for  National Pension
Ac} <9 Q’ System (NPS)
112 | DNBR.CC.PD.No. 03@ zb'?ebruary18, NBFC — Factors (Reserve Bank)
01/2015-16 \9 \e @ 2016 Directions, 2012 — Review
113 | DNBR.(PD). cftsN @76/ 31 9 March 10, | Review of risk weights assigned to
001/2015:16 o, o 2016 sovereign debt
114 | DNBREC. F}D\No&@%/oﬁ% April 13,2016 | Non-Banking Financial Company-
038{@75&6\ QU Micro Finance Institutions (Reserve
{b Bank) Directions, 2011 — Acting as
0 OO Channelizing Agents for Schemes
((\ ’0 6 operated by Central/State
<(\ Government Agencies
115 | DNBR. C2$0PD No0.081/03.10. | May 26, 2016 | Review of Framework for Revitalising
01/2015-16 Distressed Assets in the Economy
and Strategic Debt Restructuring
Mechanism
116 | DNBR.CC.PD.No0.082/03.10. | June 2, 2016 | Refinancing of Project Loans
001/2015-16
117 | DNBR(PD)CC.No0.083/03.10. | July 28, 2016 | Guidelines for Relief Measures by

001/2016-17

NBFCs in areas affected by Natural

Calamities
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Annex |

Timeline for Government NBFCs

Norm

Extant Provisions for
other NBFCs

Govt. NBFCs Timeline

Prudential Regulation

Income recognition

As prescribed

Balance Sheet dated March 31, 2019

Asset Classification

NBFC-NDSI and
NBFCs-D — 90 days
norm

NBFCs-ND — 180 days
norm

NBFC-ND-SI and NBFCs-D
120 days — March 31, 2019

90 days — March 31, 2020@
NBFCs-ND \1:

180 day norm — M@@Q:ﬂ 2019

Provisioning For NPAs — As As on Mar gﬁgg — 100% of
requirement specified in the prescrlbgﬁ’e E\rTeqié
Directions. \Q) 6@ &
For Standard Assets @Q ;\\Q ,\\O
NBFC-NDSI and (\ KQ
) @ Q\
NBFCs-D- 0.40% \QQ) Q)
NBFCs-ND - 0.25% " | ,;\OQ
. NG
Capital Adequacy CRAR - 15% O(\ Q)@ C\b\ . _
Applicable to NDSI T.er|—10°/&\\ Q*Q_) 10% (min Tier [ - | March 31,
_ g 5T 7%; 2019
and NBFC -D Q\ &
NS 12% (min Tier | —| March 31,
@ & 9 8%) 2020
(b% S \&
W O 2 13% (min Tier | — | March 31,
3P ¥ 9 9%) 2021
AN W° 7 A> —
N\ (& Q‘L 15% (min Tier | — | March 31,
& ¢ ‘(\\Q(O?\qu/ 10%) 2022
Leverage\@ﬁtf%é\Q C_)q\ plicable to NBFC- | A roadmap for adherence by March
S\\ N O{b \ 31, 2022 to be prepared by the Got.
&I NBFC - ND

Concentratiéon \‘(’of
credit/ mvestn%nt

As prescribed

Govt. companies set up to serve
specific sectors may approach the
Reserve Bank for exemptions, if any.
For others, the timeline will be up to
balance Sheet dated March 31, 2022.

Others

Corporate
Governance etc.

As prescribed

Balance Sheet dated March 31, 2019
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Norm Extant Provisions for Govt. NBFCs Timeline
other NBFCs
Conduct of As prescribed Balance Sheet dated March 31, 2019
Business

Regulations (Fair
Practices Code)

Acceptance of Depos

it Directions

Deposit Directions

As prescribed for
NBFC-D

¢ Investment Grade Credit rating for
acceptance of public deposits-
March 31, 2019.

e A Govt. NBFC-D having
investment grade cr: E@rating can
accept deposits @Pﬂy upto 1.5
times of its NQ@ Govt. NBFCs
holding &poéﬁs dfbexcess of the
Iimit Q}srzﬁa@ access fresh

sﬂ@*rgr {ém“ew existing ones till

m to the Ilimit, the
&r@deposns will be allowed to
<Rtlll maturity.

@ ,@D(\other directions shall apply

&Q#rom Balance Sheet dated March

20709 d> 31,2019,

_Statutory Provisions

Sec 45 1B Maintenancesof 2 | March 31, 2019-5% of outstanding
per Q@ sets — | deposits
) /o@Q tstanding | March 31, 2020 — 10% of outstanding
«Fdeposits, ~ o, deposits
/ }@ (\* (19 March 31, 2021 — 12% of outstanding
& ,@Q’ @Qrb\oy deposits
&‘b 6\0 A & March 31, 2022 — 15% of outstanding
RIS deposits
Sec 451C O & OvReserve Fund March 31, 2019
N .\(\V O
< @
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Annex Il
Guidelines on Liquidity Risk'® Management Framework

Non-deposit taking NBFCs with asset size of ¥100 crore and above, systemically
important Core Investment Companies and all deposit taking NBFCs (except Type |
NBFC-ND?°, Non-Operating Financial Holding Company and Standalone Primary
Dealer) shall adhere to the guidelines as mentioned herein below. It will be the
responsibility of the Board to ensure that the guidelines are adhered to. The internal
controls required to be put in place by NBFCs as per these guidelines shall be
subject to supervisory review. Further, as a matter of prudence, all other NBFCs are
also encouraged to adopt these guidelines on liquidity risk management on voluntary
basis. The guidelines deal with following aspects of Liquidity Risk Management
framework.

(S)
%,

Liquidity Risk Management Policy, Strategies and Practlces/@
Management Information System (MIS) O
Internal Controls é
Maturity profiling \G b\(b (\‘9“
Liquidity Risk Measurement — Stock Appro@ 5\\ \\
Currency Risk (\ \L~ \6
Managing Interest Rate Risk Q) Q)‘b (\O
Liquidity Risk Monitoring Tools \0(09 © \30
& £ &(b
A. Liquidity Risk Managemgéﬁq?gﬁhé@fategies and Practices
N\

In order to ensure a sound re‘@st(gq%idity risk management system, the Board
of the NBFC shall frame qﬁqui@ﬁy r@ management framework which ensures that it

_I_O.'”!T'.U.OW.:D
9@

maintains sufficient I|q |r@,|d|ng a cushion of unencumbered, high quality
liquid assets to W|J§ﬁandc} ran stress events, including those involving the loss
or impairment of b h%s@rﬁggknd secured funding sources. It shall spell out the

entity-level |Ig@jlt @ nce; funding strategies; prudential limits; system for
measurln%@s essi dq'éportmg/ reviewing liquidity; framework for stress testing;

I|qU|d %a ega ernative scenarios/formal contingent funding plan; nature
and ﬁgh\cyéff) gement reporting; periodical review of assumptions used in
liquidity b o&t)etc

Key elements%f the liquidity risk management framework are as under:
i) Governance of Liquidity Risk Management

Successful implementation of any risk management process has to emanate from
the top management in the NBFC with the demonstration of its strong commitment

"“Liquidity Risk” means inability of an NBFC to meet such obligations as they become due without adversely affecting the
NBFC'’s financial condition. Effective liquidity risk management helps ensure an NBFC'’s ability to meet its obligations as and
when they fall due and reduces the probability of an adverse situation developing.

2 Type | NBFC-ND as defined in RBI press release dated June 17, 2016.

2“|jquidity” means NBFC’s capacity to fund the increase in assets and meet both expected and unexpected cash and collateral
obligations at reasonable cost and without incurring unacceptable losses.
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to integrate basic operations and strategic decision-making with risk management.
The Chief Risk Officer appointed by the NBFC in terms of our circular DNBR (PD)
CC. No.099/03.10.001/2018-19 dated May 16, 2019 shall be involved in the process
of identification, measurement and mitigation of liquidity risks. A desirable
organisational set up for liquidity risk management should be as under:

a) Board of Directors

The Board shall have the overall responsibility for management of liquidity risk. The
Board shall decide the strategy, policies and procedures of the NBFC to manage
liquidity risk in accordance with the liquidity risk tolerance/limits decided by it.

b) Risk Management Committee

The Risk Management Committee, which reports to the Board and consisting of
Chief Executive Officer (CEO)/ Managing Director and heads of various@% verticals
shall be responsible for evaluating the overall risks faced by th%{@FC including
liquidity risk. O & o
O
3% & D
c) Asset-Liability Management Committee (ALCO)\@ 6\(0 Coq/
@ )
The ALCO consisting of the NBFC’s top mana ﬁﬁ\s@ft\ be responsible for
ensuring adherence to the risk toIerance/IirEki et b “the Board as well as
implementing the liquidity risk management @eﬁgyof@e NBFC. The CEO/ MD or
the Executive Director (ED) should head tg? 075) n\g@e The Chiefs of Investment,
Credit, Resource Management or Plarning;: u@s Management/ Treasury (forex
and domestic), Economic Researctk@u bers of the Committee. The role of
the ALCO with respect to quuidjtgf’r’sk sho @"mclude, inter alia, decision on desired
maturity profile and mix of m@em\eﬂta@ssets and liabilities, sale of assets as a
source of funding, the strt%ﬁa( Q%Sﬁbﬁsibilities and controls for managing liquidity

risk, and overseeing th@@u{@ %@%ﬁons of all branches.

9 \@ %
s @)
d) Asset Llabllltfﬁ e(\qgér%‘@LM) Support Group

The ALM Su&@om\@oégﬁqgékting of the operating staff shall be responsible for
analysing,é@oni@i nq'\reporting the liquidity risk profile to the ALCO. Such

support.groups-wilhbe stituted depending on the size and complexity of liquidity
risk mAhage e@ihrgb‘ BFC.

TS
" AP S,
ii) quﬁiagg@lsk Tolerance
An NBFC shall have a sound process for identifying, measuring, monitoring and
controlling liquidity risk. It should clearly articulate a liquidity risk tolerance that is
appropriate for its business strategy and its role in the financial system. Senior

management should develop the strategy to manage liquidity risk in accordance with
such risk tolerance and ensure that the NBFC maintains sufficient liquidity.

iii) Liquidity Costs, Benefits and Risks in the Internal Pricing

NBFCs should endeavour to develop a process to quantify liquidity costs and
benefits so that the same may be incorporated in the internal product pricing,
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performance measurement and new product approval process for all material
business lines, products and activities.

iv) Off-balance Sheet Exposures and Contingent Liabilities

The process of identifying, measuring, monitoring and controlling liquidity risk should
include a robust framework for comprehensively projecting cash flows arising from
assets, liabilities and off-balance sheet items over an appropriate set of time
horizons. The management of liquidity risks relating to certain off-balance sheet
exposures on account of special purpose vehicles, financial derivatives, and,
guarantees and commitments may be given particular importance due to the
difficulties that many NBFCs have in assessing the related liquidity risks that could
materialise in times of stress.

<«

An NBFC shall establish a funding strategy that provides effectiv%@%ersification in
the sources and tenor of funding. It should maintain an_.Ongoirg presence in its
chosen funding markets and strong relationships wit fénc@r qérs to promote
effective diversification of funding sources. An NB%@ sg&ldgegularly gauge its
capacity to raise funds quickly from each source. e@hqx not be over-reliance
on a single source of funding. Funding strategy'géhggd o take into account the

N\

V) Funding Strategy- Diversified Funding

qualitative dimension of the concentratedggeg?@ou@f deposit withdrawal (for
deposit taking NBFCs) in typical marke_.;\ocg@ tig§é and over-reliance on other
funding sources arising out of unique bifsin I
’\O Z @Q
vi) Collateral Position Mana&%é’}hep?‘ <&
An NBFC shall actively m @\geo‘t\s gﬁ?ateral positions, differentiating between
LIRS

encumbered and unencupiberedd assets. It should monitor the legal entity and
physical location wher@&ll@\al@g’held and how it may be mobilised in a timely
manner. Further, a ‘&BF@%hé}:ﬁ’d have sufficient collateral to meet expected and
unexpected borrowi ed§/ a%q, otential increases in margin requirements over
different timefrqme%@ ’b(\ Vv

D S R
vi)  Stres8 TeSting &

> @7 O R

Stres%\és%@ sr@m f@;ﬁ an integral part of the overall governance and liquidity risk
managerfien cultufe’in NBFCs. An NBFC should conduct stress tests on a regular
basis for & Vas y of short-term and protracted NBFC-specific and market-wide
stress scenafios (individually and in combination). In designing liquidity stress
scenarios, the nature of the NBFC’s business, activities and vulnerabilities should be
taken into consideration so that the scenarios incorporate the major funding and
market liquidity risks to which the NBFC is exposed.

viii) Contingency Funding Plan

An NBFC shall formulate a contingency funding plan (CFP) for responding to severe
disruptions which might affect the NBFC’s ability to fund some or all of its activities in
a timely manner and at a reasonable cost. Contingency plans should contain details
of available/ potential contingency funding sources and the amount/ estimated
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amount which can be drawn from these sources, clear escalation/ prioritisation
procedures detailing when and how each of the actions can and should be activated,
and the lead time needed to tap additional funds from each of the contingency
sources.

ix) Public disclosure

An NBFC shall publicly disclose information (Appendix |) on a quarterly basis on the
official website of the company and in the annual financial statement as notes to
account that enables market participants to make an informed judgment about the
soundness of its liquidity risk management framework and liquidity position.

X) Intra Group transfers

With a view to recognizing the likely increased risk arising due to\(ﬁtra-Group

transactions and exposures (ITEs), the Group Chief Financial er (CFO) is
expected to develop and maintain liquidity management roceﬁ@es and funding
programmes that are consistent with the complexity, pb§k il ,-and scope of

operations of the companies in the Group??. The Gr(\}gp li%ﬁ‘rditﬂnsk management
processes and funding programmes are expecteq{d‘o (Q}e {1‘1&1’6 account lending,
investment, and other activities, and ensure thak@%e@atedj};uidity is maintained at
the head and each constituent entity within t@‘gr@ﬁp cesses and programmes
should fully incorporate real and potential Go?fst@l%tgincluding legal and regulatory
restrictions, on the transfer of funds amg\rzg tl{eg’e Ig’tﬂties and between these entities
and the principal. O Q)%@ QO
& €od
B. Management Informat%&QSyét/em IS)
Xe) (%)

An NBFC shall have a reli@\@je MIS %&'@ned to provide timely and forward-looking
information on the quu%i@?’pﬁéﬁo&p the NBFC and the Group to the Board and
ALCO, both under nor abﬁa q-os@ess situations. It should capture all sources of
liquidity risk, mcluth\g (;gn ingentrisks and those arising from new activities, and
have the ability to’fur %@\r nular and time-sensitive information during stress

ts. NS .
events ) (b$ ‘\Q\&g@Q&,\q
C. In@n Q
§.,\\ @% \IO%
An N E\g\\%hqﬂ‘ h@%’ appropriate internal controls, systems and procedures to
ensure a@re\_ to liquidity risk management policies and procedure.
Management&hould ensure that an independent party regularly reviews and
evaluates the various components of the NBFC’s liquidity risk management

process.

D. Maturity Profiling

a) For measuring and managing net funding requirements, the use of a maturity
ladder and calculation of cumulative surplus or deficit of funds at selected
maturity dates is adopted as a standard tool. The Maturity Profile should be used

2As defined in the Master Direction - Non-Banking Financial Company - Systemically Important Non-Deposit taking Company
and Deposit taking Company (Reserve Bank) Directions, 2016
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for measuring the future cash flows of NBFCs in different time buckets. The
Maturity Profile as given in Appendix | could be used for measuring the future
cash flows of NBFCs in different time buckets. The time buckets shall be
distributed as under:

(i) 1 day to 7 days

(ii) 8 days to 14 days

(iii) 15 days to 30/31 days (one month)

(iv) Over one month and upto 2 months

(v) Over two months and upto 3 months

(vi) Over 3 months and upto 6 months

(vii) Over 6 months and upto 1 year

(viii) Over 1 year and upto 3 years

(ix) Over 3 years and upto 5 years S

(x) Over 5 years \L§\

P
b) NBFCs would be holding in their investment portfolio, Q@c (‘Iﬁ{e Which could be

broadly classifiable as 'mandatory securities' (under&pfgliéﬁo law) and other
'non-mandatory securities'. In case of NBFCs \?% ngopublic deposits, all
investments in securities, and in case of N@{%ﬂp hol%b% public deposits, the

surplus securities (held over and above the tequi , shall fall in the category
of 'non-mandatory securities'. Alternatb@ yQ)ﬂhe FCs may also follow the
concept of Trading Book as per the e@ntg?es@ﬁions for NBFCs.

o @K N4

: : N o O
c) The NBFCs holding public depo n@gﬂ@en freedom to place the mandatory
securities in any time buckets\g%s stitaple for them. The listed non-mandatory
securities may be placed in @9 oﬁ'\ihe;('}%eﬂay to 7 days, 8 days to 14 days, 15 days
to 30/31 days (One month}«qf. r month and upto 2 months" and "Over two
months and upto 3 @%t@@\ E}@%ets depending upon the defeasance period
proposed by NBF T hg%n/l@ non-mandatory securities (e.g., equity shares,
securities without a i@@ t(iﬁm c@i;naturity etc.) may be placed in the "Over 5 years"
buckets, whe\r§§s L{@st@ne_)n:}handatory securities having a fixed term of maturity
may be pl {g\t% dé\lezﬁnt time bucket as per residual maturity. The mandatory
securitieg‘gﬁbdyﬁsﬁ%iée@g‘?{ties may be marked to market for the purpose of the ALM
system. & %@eéu?%es may be valued as per Prudential Norms Directions.
AN

d) AIternatf@(I\,gﬁle NBFCs may also follow the concept of Trading Book which is as
follows:

i.  The composition and volume are clearly defined;
ii.  Maximum maturity/duration of the portfolio is restricted;
iii.  The holding period not to exceed 90 days;
iv.  Cut-loss limit prescribed;
v. Defeasance periods (product-wise) i.e., time taken to liquidate the position on
the basis of liquidity in the secondary market are prescribed;
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NBFCs which maintain such ‘Trading Books’ and complying with the above
standards shall show the trading securities under "1 day to 30/ 31 days (One
month)", Over one month and upto 2 months" and "Over two months and upto 3
months" buckets on the basis of the defeasance periods. The Board/ ALCO of the
NBFCs shall approve the volume, composition, holding/ defeasance period, cut loss,
etc. of the ‘“Trading Book'. The remaining investments shall also be classified as
short term and long term investments as required under Prudential Norms.

e) The policy note recorded by the NBFCs on treatment of the investment portfolio
for the purpose of ALM and approved by their Board/ ALCO shall be forwarded to
the Regional Office of the Department of Supervision of RBI under whose
jurisdiction the registered office of the company is located.

f) Within each time bucket, there could be mismatches depending o \C%,h inflows
and outflows. While the mismatches up to one year would be relque%t since these
provide early warning signals of impending liquidity prgble&& {,t;e main focus
shall be on the short-term mismatches, viz., 1-30/ 31@\3 et cumulative
negative mismatches in the Statement of Struc{ I.\lgt idftly in the maturity
buckets 1-7 days, 8-14 days, and 15-30 days (QII\ ,%‘éeed 10 per cent, 10
per cent and 20 per cent of the cumulative c&s &tfl%ﬁk\ in the respective time
buckets. NBFCs, however, are expected fo\'n Kﬁﬁ)@%ir cumulative mismatches
(running total) across all other time b C‘Ibets%to@\ year by establishing internal

prudential limits with the approvak@ t%e\ 0 d- NBFCs shall also adopt the
above cumulative mismatch Iir@% f@o tr’@} structural liquidity statement for
consolidated operations. Q)C}' /Q" Q~®

\ O

g) The Statement of Structur@ﬂ?i it)ggfay be prepared by placing all cash inflows
and outflows in the mé%r@ adder according to the expected timing of cash
flows. A maturing qu&%x@a&q}e a cash outflow while a maturing asset shall be
a cash inflow. \(‘\\@ é@

>’ L D
h) In order to enable%e @BF q’to monitor their short-term liquidity on a dynamic

basis ove&% @ﬂ% (?lzmﬁ spanning from 1 day to 6 months, NBFCs shall
estimag\%an\%h@@ e&nﬁiquidity profiles on the basis of business projections and

oth @o\ |ggntc§}@ planning purposes.

A\®)
E. Liguidi @ Measurement — Stock Approach
@.‘\{@gg pp

NBFCs shallgﬂ’opt a “stock” approach to liquidity risk measurement and monitor
certain critical ratios in this regard by putting in place internally defined limits as
approved by their Board. The ratios and the internal limits shall be based on an
NBFC'’s liquidity risk management capabilities, experience and profile. An indicative
list of certain critical ratios to monitor re short-term?? liability to total assets; short-
term liability to long term assets; commercial papers to total assets; non-convertible
debentures (NCDs)(original maturity of less than one year) to total assets; short-term
liabilities to total liabilities; long-term assets to total assets; etc.

2 Less than one year
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F. Currency Risk

Exchange rate volatility imparts a new dimension to the risk profile of an NBFC'’s
balance sheets having foreign assets or liabilities. The Board of NBFCs should
recognise the liquidity risk arising out of such exposures and develop suitable
preparedness for managing the risk.

G. Managing Interest Rate Risk (IRR)

a) The operational flexibility given to NBFCs in pricing most of the assets and
liabilities imply the need for the financial system to hedge the Interest Rate Risk.
Interest rate risk is the risk where changes in market interest rates might adversely
affect an NBFC's financial condition. The changes in interest rates affect NBFCs in a
larger way. The immediate impact of changes in interest rates is on NBFC's earnings
(i.e. reported profits) by changing its Net Interest Income (NII). A Iong&’gf*?n impact of
changing interest rates is on NBFC's Market Value of Equity (MVFQ) Net Worth as
the economic value of NBFC's assets, liabilities and oﬁ—b%@ca@n&? positions get
affected due to variation in market interest rates. The ir%é@es@ % when viewed
from these two perspectives is known as ‘earnings p%@pe&@e’@nd ‘economic value
perspective', respectively. The risk from the earni &%pgg\ﬁt ve can be measured
as changes in the Net Interest Income (NII) or{N‘gf {g@re@cl\/largin (NIM). There are
many analytical techniques for measurement&l%&n@ment of Interest Rate Risk.
To begin with, the traditional Gap anal sggli@: n\gﬁ‘ered as a suitable method to
measure the Interest Rate Risk in the first glac oIt is the intention of RBI to move
over to the modern techniques of Ir,kt@re a(gi%‘sk measurement like Duration Gap
Analysis, Simulation and Value at” Risk \g‘r time when NBFCs acquire sufficient

. e ON )
expertise and sophistication |Q@cq@(1\rm%§nd handling MIS.

¢ 0
b) The Gap or Mismatch,gi%g ‘Qgh\@e@measured by calculating Gaps over different
n.dat

time intervals as at a <Bap analysis measures mismatches between rate
sensitive liabilities rate sensitive assets (including off-balance sheet positions).
An asset or liability is@ R&rr%gﬁy ;.‘i/a(}fsified as rate sensitive if:

NN
B\ O
i witlgddi\gm&d%g'ét under consideration, there is a cash flow;

ii. ${§\ in\@@e%i\r&tgo\@sets/ reprices contractually during the interval;
ii.  depen t8@RBI changes in the interest rates/ Bank Rate;

AN
iv. it is%o%tg%tually pre-payable or withdrawal before the stated maturities.

c) The Gap Report shall be generated by grouping rate sensitive liabilities, assets
and off-balance sheet positions into time buckets according to residual maturity or
next repricing period, whichever is earlier. The difficult task in Gap analysis is
determining rate sensitivity. All investments, advances, deposits, borrowings,
purchased funds, etc. that mature/ reprice within a specified timeframe are interest
rate sensitive. Similarly, any principal repayment of loan is also rate sensitive if the
NBFC expects to receive it within the time horizon. This includes final principal
payment and interim instalments. Certain assets and liabilities to receive/ pay rates
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that vary with a reference rate. These assets and liabilities are repriced at pre-
determined intervals and are rate sensitive at the time of repricing. While the interest
rates on term deposits are fixed during their currency, the tranches of advances
portfolio is basically floating. The interest rates on advances received could be
repriced any number of occasions, corresponding to the changes in PLR.

d) The Gaps may be identified in the following time buckets:

i) 1dayto7 days
i) 8 daysto 14 days
iii) 15 days -30/ 31 days (One month)

iv)  Over one month to 2 months

v)  Over two months to 3 months ,QQ
XA

vi)  Over 3 months to 6 months Q),bﬁ\

i Over 6 months to 1 year Y

vii) v y QSGQOQQQ(P
viii)  Over 1 year to 3 years @b ’b\ )

N N
ix)  Over 3 years to 5 years 0 \Q\b\, O(\%
R A &
x)  Over 5 years 9 @
S &
xi)  Non-sensitive Qo0 Q
AR 20N
& P
The various items of rate sensitive asg& afid Jigbilities and off-balance sheet items

shall be classified as explained |r{Q§\bpe)%“xQ-m

e) The Gap is the dlffere qﬁ Rate Sensitive Assets (RSA) and Rate
Sensitive Liabilities (RSL \‘ g@h ti % bucket. The positive Gap indicates that it has
more RSAs than RSL § dﬁe negative Gap indicates that it has more RSLs
than RLAs. The G ca{g whether the institution is in a position to benefit

from rising interest rat& %(Ql\a,?) a positive Gap (RSA > RSL) or whether it is in a
position to be\g@flt I|Q5n nterest rates by a negative Gap (RSL > RSA). The

Gap can, tg&egofé @P e\d as a measure of interest rate sensitivity.
f) Eac ﬁ% ?%rudentlal limits on individual Gaps with the approval of the
Board/ %\ ommittee. The prudential limits shall have a relationship with
the Total Ksse arning Assets or Equity. The NBFCs may work out Earnings at
Risk (EaR) c&@l\let Interest Margin (NIM) based on their views on interest rate

movements and fix a prudent level with the approval of the Board/Management
Committee. For working out EaR or NIM any of the current models may be used.

g) The classification of various components of assets and liabilities into different time
buckets for preparation of Gap reports (Liquidity and Interest Rate Sensitivity) as
indicated in Appendices | & Il is the benchmark. NBFCs which are better equipped to
reasonably estimate the behavioural pattern of various components of assets and
liabilities on the basis of past data / empirical studies could classify them in the
appropriate time buckets, subject to approval from the ALCO / Board. A copy of the
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note approved by the ALCO / Board shall be sent to the Regional Office of the
Department of Supervision of RBI under whose jurisdiction the registered office of
the company is located. These notes may contain 'what if scenario' analysis under
various assumed conditions and the contingency plans to face various adverse
developments.

h) The present framework does not capture the impact of premature closure of
deposits and prepayment of loans and advances on the liquidity and interest rate
risks profile of NBFCs. The magnitude of premature withdrawal of deposits at times
of volatility in market interest rates is quite substantial. NBFCs shall, therefore,
evolve suitable mechanism, supported by empirical studies and behavioral analysis
to estimate the future behavior of assets, liabilities and off-balance sheet items to
changes in market variables and estimate the probabilities of options.

i) A scientifically evolved internal transfer pricing model by assigning\lﬁéﬁes on the
basis of current market rates to funds provided and funds use%«ﬁ an important
component for effective implementation of ALM System. Bn ,%ransfer price
mechanism can enhance the management of margin ie’zﬁe %ngr credit spread,
the funding or liability spread and mismatch spread. It o@lp%q ntralising interest
rate risk at one place which facilitates effective co %I .@agement of interest
. . . A .
rate risk. A well-defined transfer pricing system@rs\?jp O\Qﬁes a rational framework

for pricing of assets and liabilities. Q)GQ@@Q \Q‘\K
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Appendix |
Public disclosure on liquidity risk
(i) Funding Concentration based on significant counterparty (both deposits and
borrowings)

Sr Number of Amount % of Total % of Total
No. Significant (% crore) deposits Liabilities
Counterparties

(i) Top 20 large deposits (amount in ¥ crore and % of total deposits)
(iii) Top 10 borrowings (amount in X crore and % of total borrowings)
(iv)Funding Concentration based on significant instrument/product O,

Sr Name of the Amount rof Total
No. instrument/product (T crore) Q{b iabilities
O f\o
(v) Stock Ratios: @5 N\ (1/
(a) Commercial papers as a % of total pul&bfu tQi'%] liabilities and total
assets Q ‘\ \\

(b) Non-convertible debentures (o rt@of less than one year) a

a % of total public funds, total Iléll aqo@total assets

(c) Other short-term liabilities, J{, nb o of total public funds, total
liabilities and total assets ~(\

(vi) Institutional set-up for I|qU|d|ty<§ék @’ana%@ment
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Maturity Profile - Liquidity

Heads of Accounts

A. Outflows
1. Capital funds

a) Equity capital, Non-redeemable or
perpetual preference capital, Reserves, Funds
and Surplus

b) Preference capital redeemable/non-

perpetual

2. Gifts, grants, donations and benefactions

3. Notes, Bonds and debentures @

Q@

a) Plain vanilla bonds/debentures

Appendix -l

Time-bucket cateqory

In the 'over 5 years' time-bucket.

Q@
\jr

As per the residual matu@of the shares.

o° Kk
The 'over ggé e(bucket However, if
such glftS@ ra (a(@”are tied to specific
end- us g8 may be slotted in the
time- & \LL t ®§5 per purpose/end-use
e 5 R
AQ’ \\O

r the residual maturity of the

Q) &éﬁ»ments

b) Bonds/debentures with emb
options (including zero- coupo

bonds) KQ
. @‘b O \®
c) Fixed rate notes %Q
4. Deposits: ’\‘Q Q} * ({/b
D
a) Public depcg@s Q 0_)«

b) Inter Cor@,@agﬁe@@ts
@\ P
c) Comme{?ﬁTP@rs

5. Borrowings
a) Term money borrowings
b) From RBI, Govt. & others

c) Bank borrowings in the nature of WCDL,
CCetc

6) Current liabilities and provisions:

a) Sundry creditors
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As per the residual period for the earliest
exercise date for the embedded option.

As per the residual maturity

As per the residual maturity.

institutional/wholesale
be slotted as per their

These, being
deposits, shall
residual maturity

As per the residual maturity

As per the residual maturity
-do-

Over six months and up to one year

As per the due date or likely timing of cash
outflows. A behavioral analysis could also



b) Expenses payable (other than interest)

c) Advance income received,
borrowers pending adjustment

receipts from
d) Interest payable on bonds/deposits

e) Provisions for NPAs

f) Provision for Investments portfolio

g) Other provisions

B. Inflows

1. Cash

(\
&9 &

3. Balances with banks (in India %&?’ Q
°.>
\@K 0 Q)(b

b) Deposit accounts’/shd‘ﬁ&terr(r\ eﬁ@qﬂ
4, Investmenpﬁ% i\%r@&o&%
O35
a)Manda@? Qf[sg
b)Non\l\$/l @to@s@g’

\
& &5@

2. Remittance in transit

a) Current account

c) Non Mandatory unlisted securities (e.qg.
shares, etc.)

d) Non-mandatory unlisted securities having a
fixed term maturity

e) Venture capital units

5. In case Trading book is followed

be made to assess the trend of outflows and
the amounts slotted accordingly.

As per the likely time of cash outflow.

In the 'over 5 years' time-bucket as these do
not involve any cash outflow.

In respective time buckets as per the due
date of payment.

The amount of provision may be netted out
from the gross amount of the NPA portfolio
and the net amount of NPAs be shown as
an item under inflows in stipulated time-
buckets.

The amount may be netted

value of investments po
investments be show X

the gross
and the net
inflow in the

prescribed time-glots. provisions are
not held se ifg- tﬂ? rovision may be
shown on de rs" time bucket.

"b
To be l@‘t& per the purpose/nature
of the@ng? m@%‘ansactlon

Q\
~o Q)Q’
Ir(\‘ﬂe’t ﬁay time-bucket.

é‘;éfbf

The stipulated minimum balance be shown
in 6 months to 1 year bucket. The balance in
excess of the minimum balance be shown
under Day 1-7 bucket.

As per residual maturity.

As suitable to the NBFC

"1 day to 30/31 days (One month)" Over
one month and upto 2 months" and "Over
two months and upto 3 months" buckets
depending upon the defeasance period
proposed by the NBFCs

"Over 5 years"

As per residual maturity

In the 'over 5 year' time bucket.
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Equity shares, convertible preference shares, | (i) Shares classified as  "current"

non-redeemable/perpetual preference shares, | investments representing trading book of

shares of subsidiaries/joint ventures and units | the NBFC may be shown in time buckets of

in open ended mutual funds and other |"1 day 7 days, 8 days to 14 days , 15 days

investments . to 30 days (One month)"Over one month
and upto 2 months" and "Over two months
and upto 3 months" buckets depending
upon the defeasance period proposed by
the NBFCs .

(i) Shares classified as "long term"
investments may be kept in over "5 years’
time" bucket. However, the shares of the
assisted units/companies acquired as part
of the initial financing package, may be
slotted in the relative time buck%keepmg in

view the pace &~ project
implementation/time-overr etc., and the
resultant likely tlrngram or dlvestlng such
shares.

éo

6. Ad rformi
vances (performing) fS'@ b\(b
a) Bill of Exchange and promissory notes | As per rgsﬁua\@%\ance of the underlying
discounted and rediscounted bills. g‘b
b) Term loans (rupee loans only) g?b? ws on account of the interest
I of the loan may be slotted in

§ e time buckets as per the timing of
{\ ash flows as stipulated in the
Q~ @_@ al/revised repayment schedule.

c¢) Corporate loans/short term Ioa@\& N @6As per the residual maturity

7. Non-performing loans \
(May be shown net of the ovn@?@erest
suspense held )
&‘Q ro
a) Sub-standard 7/ (],

NN
i) All overdu@ \Q 61% of principal | In the 3 to 5 year time-bucket.
falling due Qﬁrm%fhe 69 tt@ee years

ii) En@ p@@ @%n@&t due beyond the | In the over 5 years’ time-bucket
next thr argy

b) Doubtful%dl@’ﬁ_

i) All mstalments of principal falling due during | In the over 5 year time-bucket
the next five years as also all overdues

i) Entire principal amount due beyond the |In the over 5 year time-bucket
next five years

8. Assets on lease Cash flows from the lease transaction may
be slotted in respective time buckets as per
the timing of the cash flow.

9. Fixed assets (excluding leased assets) In the 'over 5 year' time-bucket.
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10. Other assets

(@) Intangible assets and items not | In the 'over 5 year' time-bucket.
representing cash inflows.

(b)Other items (such as accrued income, |In respective maturity buckets as per the
other receivables, staff loans, etc.) timing of the cashflows.

C. Contingent liabilities

(a) Letters of credit/guarantees (outflow |Based on the past trend analysis of the
through devolvement) devolvements vis-a-vis the outstanding
amount of guarantees (net of margins held),
the likely devolvements shall be estimated
and this amount could be distributed in
various time buckets on judgmental basis.
The assets created out of deyolvements
may be shown under res sétive maturity
buckets on the basis of p@able recovery

dates. S >
(b) Loan commitments pending disbursal | In the respectie @er@kets as per the
(outflow) sanctione(béo&rge %Q schedule.
(c) Lines of credit committed to/by other |As per& @%@?e bills to be received
Institutions (outflow/inflow) undef fhe liRes @(Credit.
S
CASRNSES)
RN
Note: S &
° 2 P
NFOIRG

Any event-specific cash flows (e.g%@ﬁtflc@%gﬁ\o wage settlement arrears, capital
expenses, income tax refunds,,glzsc.’) shngg‘shown in a time bucket corresponding
Q

. Q O
to timing of such cash flows‘@g @c}\ Q)(b%
(b% N\ N
a. All overdue Iia%@&b@%@vn in the 1 to 7 days and 8-14 days time buckets

\

based on béhaviotral eétinf;’ﬂes

/ éﬁ (\* (19
eSS $@3ccount of -

b. Overq r.% V@%& account of interest and instalments of standard loans /

hir g@réé a& se eased rentals shall be slotted as below:
ARt g
&) (\c’ OO
) Tonenh
(i) OverQJSfrg\ ss than one month. In the 3 to 6 month bucket.

(i) Interest %verdue for more than one month | In the 6 to 12 month bucket without
but less than seven months (i.e. before the | reckoning the grace period of one
relative amount becomes past due for six | month.
months)

(i) | Principal instalments overdue for 7 months | In 1 to 3 year bucket.
but less than one year
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Appendix Il

Interest Rate Sensitivity

Heads of accounts Rate sensitivity of time bucket
LIABILITIES
1. Capital, Reserves & Surplus Non-sensitive
2. Gifts, grants & benefactions -do-
3. Notes, bonds & debentures : O
<&
a) Floating rate Sensitive; reprice on the ro%\ over/repricing
date, shall be slotted.n respettive time buckets

as per the repricingb 30 Q({’b
b) Fixed rate (plain vanilla) including zero | Sensitive; rean@orrz;}w*atumy. To be placed in

coupons respective {j etsy as per the residual
maturity of,SUchkinstruiments.
y K@QJ gq‘ @g@e
¢) Instruments with embedded options Sensitiye; d?fbrice on the exercise date of
theg@pti@; particularly in rising interest rate

nago. JO" be placed in respective time
ts

Q‘Q)u&@% er the next exercise date.
4. Deposits &O ng_@g
a) Deposits/Borrowings QY. OQ O
& o
i) Fixed rate é\ & 7 sensitive; could reprice on maturity or in case of
4 Q\ ,&@ premature withdrawal being permitted, after the
& \Q\ %0 lock-in period, if any, stipulated for such
&\\ ,0"0 /M withdrawal. To be slotted in respective time
/ (\ﬁ Qq/ buckets as per residual maturity or as per
Qo Q"b YV residual lock-in period, as the case may be. The
Q§ . Q\ O((\ ,\O_)« prematurely withdrawable deposits with no lock-
& 6\ O @ﬁ in period or past such lock-in period, shall be
$’\§9 .\\QQ) \r& \60 slotted in the earliest /shortest time bucket.
=0
ii) FIoatianr\\?‘t Q;Q GO Sensitive; reprice on the contractual roll-over
<O @ date. To be slotted in the respective time-
é’b buckets as per the next repricing date.

b) ICDs Sensitive; reprice on maturity. To be slotted as
per the residual maturity in the respective time

buckets.

5. Borrowings:

a) Term-money borrowing Sensitive; reprices on maturity. To be placed as
per residual maturity in the relative time bucket.

b) Borrowings from others

i) Fixed rate Sensitive; reprice on maturity. To be placed as

102



ii) Floating rate

6. Current liabilities & provisions

Sundry creditors

Expenses payable

Swap adjustment a/c.

Advance income received/receipts
from borrowers pending
adjustment

Interest payable on bonds/deposits
Provisions

cooTo

o0

7. Repos/ bills rediscounted/forex swaps
(Sell / Buy)

ASSETS:

1. Cash

2. Remittance in transit

3. Balances with banks in India

a) In current a/c.

per residual maturity in the relative time bucket.

Sensitive; reprice on the roll-over/ repricing
date. To be placed as per residual period to the
repricing date in the relative time bucket.

Non-sensitive

— N N N S N S N

<O

\

Sensitive; reprices on maturi %@o be placed as
per the residual matu&y m& ctive buckets.

O
é
Non-sensitw&Q} Qé\(b

Q

O

Non-sens@g OK 6\\
SO

o Q)'b

ra%’nee%

b) In deposit accounts, Money at caII @ ?Grfsm reprlces on maturity. To be placed as

short notice and other placements

4. Investments Q

a) Fixed income securltlgﬁ ?7

securities, zero coupo (%%

debentures, cumulat\g\@ n@@ rﬁyatlve

redeemable prefererfes $ s, efc.
PSS

b) Floating rate securities

c) Equity shares, convertible preference
shares, shares of subsidiaries/joint
ventures, venture capital units.

5. Advances (performing)

a) Bills of exchange, promissory notes

|dual maturity in respective time-buckets.

Sensitive on maturity. To be slotted as per
residual maturity.

However, the bonds/debentures valued by
applying NPA norms due to non-servicing of
interest, shall be shown, net of provisions made,
in:

i) 3-5 year bucket - if sub-std. norms
applied.

i) Over 5 year bucket - if doubtful norms
applied.

Sensitive; reprice on the next repricing date. To

be slotted as per residual time to the repricing
date.

Non-sensitive.

Sensitive on maturity. To be slotted as per the
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discounted & rediscounted

b) Term loans/corporate loans / Short
Term Loans (rupee loans only)

i) Fixed Rate
ii) Floating Rate

6. Non-performing loans:

(net of provisions, interest suspense and
claims received from ECGC)

a. Sub-standard)
b. Doubtful and loss )

7. Assets on lease

8. Fixed assets (excluding assets o

residual usance of the underlying bills.

Sensitive on cash flow/ maturity.

Sensitive only when PLR or risk premium is
changed by the NBFCs.

The amount of term loans shall be slotted in
time buckets which correspond to the time
taken by NBFCs to effect changes in their PLR
in response to market interest rates.

o«
,00

To be slotted aQ\ %(t&t at item B.7
of Appendix I.

(b b\(b %».
The cash @Nﬁ‘g} I % assets are sensitive to

change@ n re\ﬁa rates. The leased asset
cashQﬂ’a sﬁ @‘ed in the time-buckets as per

ti@ﬁg % ge cash flows.

Oééen e

I
ease) C’)Q Q& ng

9. Other assets \a@ /7

a) Intangible assets and qjemsf}\'r@boﬁon -sensitive.

representing cash flows. ‘bc) \&

b) Other items (e.g. acc\uged,{@on@cﬂbther
receivables, staff Ioaq‘Qetggp

10. Reverse ReQQ {s@?&@%) and

Bills rediscou
S«%“*‘; éé*? «
11. Oth
a) Inte sk@& %w&p{)
Q)
b) Other Derlv@@es

Non-sensitive.

Sensitive on maturity. To be slotted as per
residual maturity.

Sensitive; to be slotted as per residual maturity
in respective time buckets.

To be classified suitably as per the residual
maturity in respective time buckets
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Schedule to the Balance Sheet

of a NBFC

Annex Il

in lakh)

Particulars

Liabilities side

Amount
outstanding

Amount
overdue

(M

Loans and advances availed by the non-
banking financial company inclusive of
interest accrued thereon but not paid :

(a) | Debentures : Secured

: Unsecured

(other than falling within
the meaning of public
deposits*)

(b) | Deferred Credits

Term Loans

(c)

(d)

Inter-corporate loans and borrowing

(e)

Commercial Paper

(f) | Public Deposits*

(g) | Other Loans (specify nature)

* Please see Note 1 below

(2

Break-up of (1)(f) above (Outstanding
public deposits inclusive of interest
accrued thereon but not paid) :

(a) | In the form of Unsecured debentures ¢

(b) | In the form of partly secured N
debentures i.e. debentures wher%Q) A
there is a shortfall in the value gh

security A N“EX
(c) | Other public deposits O O
* Please see Note 1 below O &~ O

Assets side” O~ @2

Amount outstanding

)

Break-up of Loans igj\AdvgnGe X~
ivabl ({oth&nan

including bills re
those included in low] ;9
(@) | SecuredxO™ L7 Y

(b) | Unsecgred ~—~ @

Break upief Leqée/d ets and stock on
hire angbothefasséts counting towards

assétfinanEing astvities

iy |L a s(i{%.lding lease rentals
dry debtors :

N gnder 8
RN

Ma) {\Rinahgjal lease
RN

/

(o)) Operating lease
i

()

\Stock@n hire including hire charges
N
O

&)~ | Assets on hire

b) | Repossessed Assets

Other loans counting towards asset

u sundry debtors :
’ ..A
()| Other Joans cou
> financing activities

(a) | Loans where assets have been

repossessed
(b)

Loans other than (a) above
Break-up of Investments

Current Investments

1. Quoted

(i) | Shares

(a) Equity

(b) Preference

Debentures and Bonds

(ii)

Units of mutual funds

(iii)

Government Securities

(iv)

(v) | Others (please specify)
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2. Unquoted

(i) | Shares

(a) Equity

(b) Preference

(i) | Debentures and Bonds

(iii) | Units of mutual funds

(iv) | Government Securities

(v) | Others (please specify)

Long Term investments

1. Quoted

(i) | Share

(a) Equity

(b) Preference

(i) | Debentures and Bonds

(iii) | Units of mutual funds

(iv) | Government Securities

(v) | Others (please specify)

2. Unquoted
(i) | Shares N
(a) Equity RN
(b) Preference N
(i) | Debentures and Bonds R ‘Ov
(iii) | Units of mutual funds O S H
(iv) | Government Securities ’Z}‘ \é"’ Qv
(v) | Others (please specify) 0 PR %
(vi) O}v Y&
6) | Borrower group-wise classification of asse n 3) and (4
© above : aroue \Q)@ Q“@da@() @
@
N\
Please see Note 2 below ‘Q, ,,jb O
Category LV ,A‘ﬂoum}et of provisions
“Seciiréd f\Unsecured Total

1. Related Parties ** ,\(\ ,.@\ \(

(a) | Subsidiaries .. O . &~ Q,V
(b) | Companies |q}he Q_
same gro &\
(c) | Other rélated péﬁ’les,. 2
2. | Other tharﬁ‘elate&rpg@
_Jofal (& _

™

Investor p-@‘e flcation of all investments (current and long
term) i |%s areé\a rities (both quoted and unquoted) :

Ple'% &&ote& el

Category Market Book Value
$<~\ \(\Q’ be oj‘;’d Value / (Net of
> |- O((\ N Break up or | Provisions)
E§ ‘>\ O Q} fair value or
&0. SN0 NAV
\O\\Q [N F&Med Parties **
S Qs\ \_(a) | Subsidiaries
N <x\(\ Q,b (b) | Companies in the same group
K &85 | (c) | Other related parties
6 2. | Other than related parties
Total

** As per Accounting Standard of ICAI (Please see Note 3)

®)

Other information

Particulars Amount

(i) | Gross Non-Performing Assets

(a) | Related parties

(b) | Other than related parties

(ii) | Net Non-Performing Assets

(a) | Related parties

(b) | Other than related parties

(iii) | Assets acquired in satisfaction of debt

Notes:

1. | As defined in point xxv of paragraph 3 of Chapter -l of these Directions.
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2. | Provisioning norms shall be applicable as prescribed in these Directions.

3. | All notified Accounting Standards and Guidance Notes issued by ICAIl are
applicable including for valuation of investments and other assets as also
assets acquired in satisfaction of debt. However, market value in respect of
quoted investments and break up/ fair value/ NAV in respect of unquoted
investments shall be disclosed irrespective of whether they are classified
as long term (amortised cost in the case of Ind AS) or current (fair value in
the case of Ind AS) in (5) above.
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Data on Pledged Securities

Annex IV

7

Name of the
NBFC Lender
PAN
Date of
Reporting
Share-holding
Information
No of Type of the
Name of Shares held Borrower Name of PAN of t QC
the ISIN . the %
against |(Promoter/Non Borro
Company loans Promoter) Borrower Q)
P L
Nl Nl N
° & @
@ O L
Q& <S8
oY
Q7 D7 Q
© @ 0O
& QS
e \°o
o
§° Q08
IS
N\ Q O
Q.0 ‘.OQ
NN, <
< 0O
M. @ QX
Lo Q\ (&@
,QQ ,09 s (1‘/’3
ST
NISE Q.0
NN
Q@ A0
M N0 @
@ADL
QTP % 0
S QC) OO
’\((\.Q(b S
< @
6{0
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Annex V
Guidelines for Licensing of New Banks in the Private Sector
Definitions
l. Promoter
Promoter means, the person who together with his relatives (as defined in section 6
of the Companies Act, 1956), by virtue of his ownership of voting equity shares, is in
effective control of the NOFHC, and includes, wherever applicable, all entities which

form part of the Promoter Group.

Il. Promoter Group o)

. o
"Promoter Group" includes: ’b\l\
(i) the promoter; 6 @
(ii) relatives of the promoter as defined in Section 6 of chfipa@s@hg% and
(iiif) in case promoter is a body corporate: Q} 6\(0 o°

(A) a subsidiary or holding company of such bodx@%rp@%at&o

(B) any body corporate in which the pron\wo%@'r s@\ per cent or more of the
equity share capital or which holds ten p@fscegzor,@b?e of the equity share capital of
AN @ N4

the promoter; (\ Q\)
(C) any body corporate in which @ﬁi’oqp%gﬁag)wduals or companies or combinations
thereof which hold twenty pe(QenLQ)r {(bng‘l'e of the equity share capital in that body

corporate also holds t egny<§(& cent or more of the equity share capital of the

promoter; %
(D) Joint venture ﬁés dg@ledxn @{;?S of AS 23) with the promoter;
(E) AssocnateQ@s c@gﬁ ;ks of AS 27) of the promoter;

(F) Rela’&z\&pa@ﬁ(\a{&fl@d in terms of AS 18) of the promoter; and

(iv) m@@sed‘&eg@@nc@& is an individual:

(A) any %@Oé@rate in which ten per cent or more of the equity share capital is
held by the @fémoter or a relative of the promoter or a firm or Hindu Undivided
Family in which the promoter or any one or more of his immediate relative is a
member;

(B) any body corporate in which a body corporate as provided in (A) above holds ten
per cent or more, of the equity share capital;

(C) any Hindu Undivided Family or firm in which the aggregate shareholding of the
promoter and his immediate relatives is equal to or more than ten per cent of the

total; and
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(v) all persons whose shareholding is aggregated for the purpose of disclosing in the
prospectus under the heading "shareholding of the promoter group";

(vi) Entities sharing a common brand name with entities discussed in A, B, C,D E, F
where the promoter is a body corporate and A, B, C where the promoter is an
individual;

Provided that a financial institution, scheduled bank, foreign institutional investor or
mutual fund shall not be deemed to be promoter group merely by virtue of the fact
that ten per cent or more of the equity share capital of the promoter is held by such

institution.
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Annex VI

Norms on Restructuring of Advances by NBFC

1. These prudential norms shall be applicable to all restructurings including
those under CDR Mechanism. The institutional/ organizational framework for CDR
Mechanism and SME Debt Restructuring Mechanism shall be as per Annex-4 of
DBOD.No.BP.BC.1/21.04.048/2013-14 dated July 1, 2013. The same is given in
Appendix-3.

2. Key Concepts
Key concepts used in these norms are defined in Appendix-2. o)
\i§\

,00
3. Projects under implementation d 0y
3.1 For all projects financed by the NBFCs, the 'Date 8(28()@}9@@% and the 'Date
of Commencement of Commercial Operations' (%&%}&%&Qﬁhé project shall be
clearly spelt out at the time of financial closure c@t%eérojg&sand the same shall be

N
formally documented. These shall also be%g@ﬁ\%g‘h\*e\ébh the appraisal note by the
\

NBFCs during sanction of the loan. ,bfo R\4 O
32 ProjectL NG
. roject Loans QO ®6 S

There are occasions when the%@?}gle}i r‘b@‘gprojects is delayed for legal and other
extraneous reasons like delaé(gnd@b?qgfhent approvals etc. All these factors, which
are beyond the control &f,g?\é (gge??s may lead to delay in project implementation
and involve restruct@ng\é‘fe@@edulement of loans by NBFCs. Accordingly, the
following asset }:ﬁg@@%&&r{ 6&113 shall apply to the project loans before
commencem%ﬁboﬁg&n(@é%\@%perations.
For this @?peé‘&\@@ @ject loans have been divided into the following two
categqsi%s‘g@@ & 9
A\ <<.\ i@dg?oject Loans for infrastructure sector
@) Project Loans for non-infrastructure sector
For the purpose of these Directions, 'Project Loan' shall mean any term
loan which has been extended for the purpose of setting up of an
economic venture. Further, Infrastructure Sector is as defined in the

extant Prudential Norms Directions for NBFCs.

111


https://www.rbi.org.in/Scripts/NotificationUser.aspx?Id=8128&Mode=0

3.3. Project Loans for Infrastructure Sector
(i) A loan for an infrastructure project shall be classified as NPA during any time
before commencement of commercial operations as per record of recovery, unless it
is restructured and becomes eligible for classification as 'standard asset' in terms of
paras (iii) to (v) below.
(i) A loan for an infrastructure project shall be classified as NPA if it fails to
commence commercial operations within two years from the original DCCO, even if it
is regular as per record of recovery, unless it is restructured and becomes eligible for
classification as 'standard asset' in terms of paras (iii) to (v) below.
(iii) If a project loan classified as 'standard asset' is restructured a ’Qtime during
the period up to two years from the original DCCO, it shall be retaiﬁé% as a standard
asset if the fresh DCCO is fixed within the following Iimggow%@ig provided the
account continues to be serviced as per the restruct%;g@’ t%@sb@«
(a) Infrastructure Projects invoI((gb coqb?t e’ﬁes
Up to another 2 years (beé@ﬁd%& @ﬁ%ng extended period of 2
years, as prescribed in (ggpaA%@s(\@)Q\e total extension of 4 years),
in case the reason&@r %Q}en\g{%n of date of commencement of
production is q%@%?@ﬁ%rq&%dings or a court case.

(b) Infrastruc&tQ¥S g@e£ delayed for other reasons beyond the
&

control of p@%m\(@?s@@

Up%@%&(&é@b\year (beyond the existing extended period of 2
}éf} @%‘xge’sg@ad in para 3.3 (ii), i.e. total extension of 3 years),
[ e fb%n Gourt cases.
(iv) ltis @Q?%@nf;é\%b%%ﬂispensation in para 3.3 (iii) is subject to adherence to
the pro\ i\%&?reg&dé@)restructuring of accounts which shall inter alia require that
the appi@tjc&(b?og@structuring shall be received before the expiry of period of two
years from%ﬁg@efginal DCCO and when the account is still standard as per record of
recovery. The other conditions applicable shall be:
(@) In cases where there is moratorium for payment of interest,
NBFCs shall not book income on accrual basis beyond two years from
the original DCCO, considering the high risk involved in such

restructured accounts.
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(b) NBFCs shall maintain following provisions on such accounts as
long as these are classified as standard assets in addition to provision

for diminution in fair value :

Particulars Provisioning Requirement

If the revised DCCO is|* | 0.25 percent
within two years from the
original DCCO prescribed
at the time of financial

closure

O

If the DCCO is extended | Project loans restructured with (agﬁ&‘t' from

beyond two years and | January 24, 2014 : fb@

o
upto four years or three | * | 5.00 per cent - Fé@? @9‘@6 of such
years from the original restructuring tlll,gﬁ'e g&nseﬂ DCCO or 2

DCCO, as the case may years from Qj%e &%\a@ of restructuring,

be, depending upon the whmheve@% I%&‘FQ
reasons for such delay Stockg\’of@‘ﬁﬁrqiﬁ‘c‘t loans classified as

rqﬁ?ucga}ec{& on January 23, 2014 :

‘ @0 /‘Q’?Q.V'percent - with effect from March
K<)\t.\oﬁ: |, 2014
(bc}%@v\é‘o 3.50 percent - with effect from March
&\\6®é@& %o(:" 31, 2015(spread over the four quarters
//\ > @/‘\Q‘V of 2014-15)
$(\ \sg\g @Q@\oy" - | 4.25 percent - with effect from March
&Q’ 6’\0 QO & 31, 2016(spread over the four quarters
\g’\‘@ *5\0@ é}f& c}éo of 2015-16)
\((\ . \(\Q’(\ GO - | 5 percent - with effect from March 31,
< 6(;}@ 2017 (spread over the four quarters of
2016-17)

The above provisions shall be applicable
from the date of restructuring till the revised
DCCO or 2 years from the date of

restructuring, whichever is later.
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(v)  For the purpose of these Directions, mere extension of DCCO shall not be
considered as restructuring, if the revised DCCO falls within the period of two years
from the original DCCO. In such cases the consequential shift in repayment period
by equal or shorter duration (including the start date and end date of revised
repayment schedule) than the extension of DCCO shall also not be considered as
restructuring provided all other terms and conditions of the loan remain unchanged.
As such project loans shall be treated as standard assets in all respects, they shall
attract standard asset provision of 0.25 per cent.

(v) (a) Multiple revisions of the DCCO and consequential shift in repayment schedule
for equal or shorter duration (including the start date and end date .of revised
repayment schedule) shall be treated as a single event of restructuringj}b?ovided that
the revised DCCO is fixed within the respective time limits % stat;‘bfb
and all other terms and conditions of the loan remained un@ Qﬁéodg({/b

If deemed fit, NBFCs may extend DCCO beyond the,s&p%&'vg\ayme limits quoted at

Q .
(iii)(a) to (b) above; however, in that case, NBFQ% %@ﬁ @Pbe able to retain the
<

In above points

\
‘standard’ asset classification status of such | a 3
98 agbugss

(v)(b) In cases where NBFCs have spec%@pglk@g%n\@ed a ‘standby facility’ at the
X
time of initial financial closure to fundé{&tg@%r@&, they may fund cost overruns as
O N QO
per the agreed terms and conditiong> <~ Q@Q
. OQ "OQ
In cases where the initial 1‘%@%c%ﬂ%l@bre does not envisage such financing of cost
QAN
overruns, NBFCs have@&e{@éllgg%d to fund cost overruns, which may arise on
account of extensigé\\%f(ba&CQ%viﬂgin the time limits quoted at (iii)(a) to (b) above,
without treating the I%§¥s %ﬁ\\xreﬁ(tlfctured asset’ subject to the following conditions:
NSRS .
.S R
S %@é\QQ)%%p}fund additional ‘Interest During Construction’, which may

)

2

$\ \éoaq\sé(b%(}%count of delay in completion of a project;
)

i <<’\ @ cost overruns (excluding Interest During Construction) up to a
h%ximum of 10% of the original project cost. This ceiling is applicable
to financing of all other cost overruns (excluding interest during
construction), including cost overruns on account of fluctuations in the
value of Indian Rupee against other currencies, arising out of extension
of date of commencement of commercial operations;

iii) The Debt Equity Ratio as agreed at the time of initial financial closure

shall remain unchanged subsequent to funding cost overruns or
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improve in favour of the lenders and the revised Debt Service
Coverage Ratio shall be acceptable to the lenders;

iv) Disbursement of funds for cost overruns shall start only after the
Sponsors/Promoters bring in their share of funding of the cost
overruns; and

V) All other terms and conditions of the loan shall remain unchanged or

enhanced in favour of the lenders.

(v)(c)(@) In order to facilitate revival of the projects stalled primarily due to
inadequacies of the current promoters, it is advised that if a change in ownership
takes place any time during the periods quoted in paragraphs 3(3.3)(ii%®% 3(3.3)(v)
above or before the original DCCO, NBFCs may permit extensio%&the DCCO of
the project up to two years in addition to the periods quo%g@ t&&q@yaph 3(3.3)(iii)
and 3(3.3)(v) above, as the case may be, without anK@a@Eig ?sset classification
of the account subject to the conditions stipul@ sl\ ,e\\cfc\)llowing paragraphs.
NBFCs may also consequentially shift/extend r@p%yql&t\@%edule, if required, by an
equal or shorter duration. ~Q®® Q)(bo®
\Q(b(o QGQJ\%\\O

(b) It is clarified that in cases whe&b‘éha@e@'@bwnership and extension of DCCO
(as indicated in paragraph 3(3\@5‘.(‘\/ ((z%é} ove) takes place before the original
DCCO, and if the project fe:i\g% gg%mgn@ce commercial operations by the extended
DCCO, the project sh I}bcbeo‘éﬁ'git@ for further extension of DCCO in terms of
guidelines quoted %k%pa‘g@ra/ﬁbc%)@a)(iii) and 3(3.3)(v) above. Similarly, where
change in ownershi g&@e&@n@h of DCCO takes place during the period quoted in
paragraph 3@%)(\&%@2\®e account may still be restructured by extension of
DCCO . ig&rgéaié\\cﬁ)oggéelines quoted at paragraph 3(3.3)(iii) above, without

classi@}s\r?g@\%

o
A\ (6.\(\ d
(c) The pr v'g@ns contained in sub para (a) and (b) above are subject to the

following conditions:

%@%&@‘%S non-performing asset.
O

i) NBFCs shall establish that implementation of the project is stalled/affected
primarily due to inadequacies of the current promoters/management and with a
change in ownership there is a very high probability of commencement of

commercial operations by the project within the extended period,;
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i) The project in consideration shall be taken-over/acquired by a new
promoter/promoter group with sufficient expertise in the field of operation. If the
acquisition is being carried out by a special purpose vehicle (domestic or
overseas), the NBFC shall be able to clearly demonstrate that the acquiring
entity is part of a new promoter group with sufficient expertise in the field of

operation;

iii) The new promoters shall own at least 51 per cent of the paid up equity capital
of stake in the acquired project. If the new promoter is a non-resident, and in
sectors where the ceiling on foreign investment is less than 51 per cent, the new
promoter shall own at least 26 per cent of the paid-up equity cggt@ or up to
applicable foreign investment limit, whichever is higher, pro 'Q)gd NBFCs are

satisfied that with this equity stake the new non-residg@t gﬁ"nalf/br controls the
X o

management of the project; Q}@ 6\(0 (\%ﬂ
OIS
iv) Viability of the project shall be establishe(c\i&%ﬂé%i%ééction of the NBFCs.
S O Y
Qo0
v) Intra-group business restructuring}é%g@g%ngb&quisitions and/ or takeover/
acquisition of the project by other |ti%€7‘s@diaries/ associates etc. (domestic
: <
AN .
as well as overseas), belopgénb tC}Qhe@%lstlng promoter/ promoter group shall

not qualify for this facilit{g\hgoQBE_,@% shall clearly establish that the acquirer

{3
does not belong to theé%s 68 %@noter group;
& Q\ N
Ve P
. 9. x& .
vi) Asset class@tlgé\of }% aj:count as on the ‘reference date’ shall continue
during the exfe Q@\f}bd}/@/or this purpose, the ‘reference date’ shall be the

O \
date oé@%é&gl%oﬁ%ﬁﬂeﬁninary binding agreement between the parties to the
D " .
tra tiom; vid that the acquisition/ takeover of ownership as per the
}S@c\\se Ry \gﬁe’ q pasp
prov O?
A\

.ig@ns,b Iz@?‘fegulations governing such acquisition/takeover is completed
within (a\%%rgad of 90 days from the date of execution of preliminary binding
agreemer% During the intervening period, the usual asset classification norms
shall continue to apply. If the change in ownership is not completed within 90
days from the preliminary binding agreement, the ‘reference date’ shall be the
effective date of acquisition/ takeover as per the provisions of law/regulations

governing such acquisition/ takeover;

vii) The new owners/ promoters are expected to demonstrate their commitment

by bringing in substantial portion of additional monies required to complete the
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project within the extended time period. As such, treatment of financing of cost
overruns for the project shall continue to be subject to the guidelines prescribed
in these Directions. Financing of cost overrun beyond the ceiling prescribed in

the circular dated January 16, 2015 shall be treated as an event of restructuring

even if the extension of DCCO is within the limits prescribed above;

viii) While considering the extension of DCCO (up to an additional period of 2
years) for the benefits envisaged hereinabove, NBFCs shall make sure that the
repayment schedule does not extend beyond 85 per cent of the economic

life/concession period of the project; and
O

-
N
ix) This facility shall be available to a project only once and wiII(gSlfbe available

< be(b
(D'Q @O(LQQ/
(d) Loans covered under this guideline shall attracéﬁbv@%n(i@gn as per the extant
provisioning norms depending upon their asset cl ifiga\t%%&atus.
@(\ Q\j: ‘\\6
(vi) In case of infrastructure projects undmﬁ’mﬂ;&n@\tation, where Appointed Date
(as defined in the concession agreem@?%&‘%@\sﬁ?foted due to the inability of the

=)
Concession Authority to comply &Qﬁh t@.@’ eébisite conditions, change in date of

during subsequent change in ownership, if any.

commencement of commer@?{%ge/ra%&ns (DCCO) shall not be treated as
'restructuring’, subject to foé@&izg}\o@‘m%ns :
(@) The proj@ﬁsﬁé}\ir&)fkqétructure project under public private partnership
model awac %egbcé\y@a,p%ol-kj authority;
(b) ghé I%ﬁd@rs&%nt is yet to begin;
(c@$T\Qe\ﬁ%@%&d\%éte of commencement of commercial operations is
‘Q%\cok@qe\ C& gb%vay of a supplementary agreement between the borrower

X

N\

N o

&hd Jgniderfng;

CN tg\ﬁaject viability has been reassessed and sanction from appropriate

auth%rity has been obtained at the time of supplementary agreement.

3.4. Project Loans for Non-Infrastructure Sector (Other than Commercial Real
Estate Exposures)
(i) A loan for a non-infrastructure project shall be classified as NPA during any time

before commencement of commercial operations as per record of recovery, unless it
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is restructured and becomes eligible for classification as 'standard asset' in terms of
paras (iii) to (iv) below.

(i) A loan for a non-infrastructure project shall be classified as NPA if it fails to
commence commercial operations within one year from the original DCCO, even if is
regular as per record of recovery, unless it is restructured and becomes eligible for
classification as 'standard asset' in terms of paras (iii) to (iv) below.

(i) In case of non-infrastructure projects, if the delay in commencement of
commercial operations extends beyond the period of one year from the date of
completion as determined at the time of financial closure, NBFCs can prescribe a

fresh DCCO, and retain the "standard" classification by undertaking restructuring of

accounts, provided the fresh DCCO does not extend beyond a perlos@\fgtwo years
from the original DCCO. This among others shall also imply than(ﬁe restructuring
application is received before the expiry of one year fro&\t@%r@al DCCO, and
when the account is still "standard" as per the record %@e@@m
The other conditions applicable shall be: QQ &\Q ’\\O
(@) In cases where there is mora@\unﬂb@éyment of interest, NBFCs
shall not book income on accruaj%a%g)b@wd one year from the original
DCCO, considering the hlgh@& g@blv@@’m such restructured accounts.
(b) NBFCs shall malnt@} fo‘%wQS%rowsmns on such accounts as long
as these are classﬁ)éd c$s dard assets apart from provision for
diminution in falraﬁ’ue\cxcde fbextensmn of DCCO:
Particulars S‘ &Qwsmnmg Requirement
If the rewsed&vﬁ @@ \\s/ *Q({/’DO.ZS percent
within one(\yeaigﬁro el
orlgln%\@%bc@ gé%r '\%
a&ﬂ% s@@\e fo ,@‘Qnmal
clostg% 6
If the ECg@ is extended | Project loans restructured with effect from
beyond one year and |January 24, 2014 :

upto two years from the |* |5.00 per cent -From the date of

original DCCO prescribed restructuring for 2 years
at the time of financial Stock of Project loans classified as
closure restructured as on January 23, 2014 :

- | 2.75 per cent - with effect from March
31, 2014
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- | 3.50 per cent - with effect from March
31, 2015 (spread over the four quarters
of 2014- 15)

- | 4.25 per cent - with effect from March

31, 2016 (spread over the four quarters
of 2015- 16)

- | 5 percent - with effect from March 31,

2017 (spread over the four quarters of

2016-17).
* | The above provisions will be applicat&e from
the date of restructuring for 2 yeaﬁs}\(\
‘OQ}
O & o
(iii) For the purpose of these guidelines, mere extg@%@? O shall not be

considered as restructuring, if the revised DCCO faql)lg@\/iﬁt\éﬁ tgeperiod of one year
from the original DCCO. In such cases the conie\&Jeéti\alggjﬁ% in repayment period
by equal or shorter duration (including th%eg\ta;ﬁﬁa@é\ﬁand end date of revised
repayment schedule) than the extensio%@?g@%%@q%ll also not be considered as
restructuring provided all other ternj\so@\ﬁ\d@cg@h lﬁﬁs of the loan remain unchanged.
As such project loans shall be }r%é}‘ed/%"s@%dard assets in all respects, they shall
attract standard asset provisigﬁ)ﬁf@ (§§r cent.

(iv)(a) Multiple revisions %@%@QQ@nd consequential shift in repayment schedule
for equal or shorter\ a\ggn @f&uding the start date and end date of revised
repayment schedgfe\?%@% (b\&’fr%a&d as a single event of restructuring provided that
the revised Dg@O&{Zéfixe&N&hﬂi the respective time limits as stated in above points
and all ott@ﬁe&h& @@ c%q'chtions of the loan remained unchanged.

If de %té@%l%‘{%s&é?y extend DCCO beyond the respective time limits quoted at
(iii)(a) tm@)\(&%\@(,)however, in that case, NBFCs shall not be able to retain the
‘standard’ as%t}?lassification status of such loan accounts.

(iv)(b) In cases where NBFCs have specifically sanctioned a ‘standby facility’ at the
time of initial financial closure to fund cost overruns, they may fund cost overruns as

per the agreed terms and conditions.

In cases where the initial financial closure does not envisage such financing of cost

overruns, NBFCs have been allowed to fund cost overruns, which may arise on

119



account of extension of DCCO within the time limits quoted at (iii)(a) to (b) above,

without treating the loans as ‘restructured asset’ subject to the following conditions:

i) NBFCs may fund additional ‘Interest During Construction’, which may
arise on account of delay in completion of a project;

i) Other cost overruns (excluding Interest During Construction) up to a
maximum of 10% of the original project cost. This ceiling is applicable
to financing of all other cost overruns (excluding interest during
construction), including cost overruns on account of fluctuations in the
value of Indian Rupee against other currencies, arising out of extension
of date of commencement of commercial operations; \j:\(@

iii) The Debt Equity Ratio as agreed at the time of initi%@bﬁancial closure
shall remain unchanged subsequent to %(Qi @Q’ceéb overruns or

Q
improve in favour of the lenders ark%éthgb\‘evi&ad Debt Service

&
Coverage Ratio shall be acceptable t%@%\@q%&\
<
iv) Disbursement of funds for coséco\e&l%%@%all start only after the
Sponsors/Promoters bring iQQth’bsgare of funding of the cost
@ .
overruns; and Q(b @6 \(5\\
V) All other terms and e;éﬁd@&?s he loan shall remain unchanged or
AN
enhanced in fav%ég’rébe/legﬁers.
X &
& O o

(iv)(c)(@) In order to it@égr(g\m'val of the projects stalled primarily due to
inadequacies of thq&furr%@p/r@?f%ers, it is advised that if a change in ownership
takes place any tim d@gﬁg{\{k\e Q@nods quoted in paragraphs 3(3.4)(iii) and 3(3.4)(iv)
above or be(g\g@ tls\é\%r{lgii%\ CO, NBFCs may permit extension of the DCCO of
the proje\s&l%@\ﬁ\wﬁggszﬁ in addition to the periods quoted at paragraph 3(3.4)(iii)
and 3®\4 i ago\(? é? the case may be, without any change in asset classification
of the EA‘CQ?@‘](Z{\@bject to the conditions stipulated in the following paragraphs.
NBFCs may &g%) consequentially shift/extend repayment schedule, if required, by an

equal or shorter duration.

(b) It is clarified that in cases where change in ownership and extension of DCCO
(as indicated in paragraph 3(3.4)(iv)(c)(a) above) takes place before the original
DCCO, and if the project fails to commence commercial operations by the extended
DCCO, the project will be eligible for further extension of DCCO in terms of
guidelines quoted at paragraph 3(3.4)(iii) and 3(3.4)(iv) above. Similarly, where
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change in ownership and extension of DCCO takes place during the period quoted in
paragraph 3(3.4)(iv) above, the account may still be restructured by extension of
DCCO in terms of guidelines quoted at paragraph 3(3.4)(iii) above, without

classifying the account as non-performing asset.

(c) The provisions contained in sub para (a) and (b) above are subject to the

following conditions:

i) NBFCs shall establish that implementation of the project is stalled/ affected
primarily due to inadequacies of the current promoters/ management and with a
change in ownership there is a very high probability of commc—i@:gement of

commercial operations by the project within the extended period; 6"“

ii) The project in consideration shall be takengx@r@& q@ed by a new
promoter/promoter group with sufficient expertlsesﬁ tt&@nel@of operation. If the
acquisition is being carried out by a spec@ %&}pog’e vehicle (domestic or
overseas), the NBFC shall be able to @E ;ﬁe@énstrate that the acquiring
entity is part of a new promoter gro&gﬁ)wﬁsﬁlent expertise in the field of
operation; (\\Q Q} \(b

N Y
iii) The new promoters sh%ﬁ%ﬁn@{leéét 51 per cent of the paid up equity capital
of stake in the acquwe@ﬁ:)r%&t e new promoter is a non-resident, and in
sectors where the G@@n%@n fggggn investment is less than 51 per cent, the new
promoter shall&‘%n Qfegs@Z@ per cent of the paid-up equity capital or up to
applicable fo(elgg Vg& limit, whichever is higher, provided NBFCs are
satlsfle a \(I\h {ﬁ% eghlty stake the new non-resident promoter controls the
m ect
gﬂ& %@Q J

iv) V\%l@ o&@he project shall be established to the satisfaction of the NBFCs.

>
V) Intra-grboup business restructuring/ mergers/ acquisitions and/ or takeover/
acquisition of the project by other entities/ subsidiaries/ associates etc. (domestic
as well as overseas), belonging to the existing promoter/promoter group shall not
qualify for this facility. The NBFCs shall clearly establish that the acquirer does

not belong to the existing promoter group;
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vi) Asset classification of the account as on the ‘reference date’ would continue
during the extended period. For this purpose, the ‘reference date’ would be the
date of execution of preliminary binding agreement between the parties to the
transaction, provided that the acquisition/ takeover of ownership as per the
provisions of law/regulations governing such acquisition/ takeover is completed
within a period of 90 days from the date of execution of preliminary binding
agreement. During the intervening period, the usual asset classification norms
would continue to apply. If the change in ownership is not completed within 90
days from the preliminary binding agreement, the ‘reference date’ shall be the
effective date of acquisition/ takeover as per the provisions of Iaw/&agulatlons
governing such acquisition/ takeover; @&

vii) The new owners/ promoters are expected to demq@t @@ thgn' commitment
by bringing in substantial portion of additional mg@és Fg&}mr@d to complete the
project within the extended time period. As Sl@(b‘t\l‘@ efw\f of financing of cost
overruns for the project shall continue to b@éubgp%t @ﬁe guidelines prescribed
in these Directions. Financing of cost &érr@?b@ond the ceiling prescribed in
the circular dated January 16, 20150@13&(% t«&\ated as an event of restructuring
even if the extension of DCCO @Q\IIQ@&@%HS prescribed above;

@ / 6

viii) While considering t%e%%e@su%@ of DCCO (up to an additional period of 2
years) for the benefj t@%@% ereinabove, NBFCs shall make sure that the

repayment schec@le @%s@%t extend beyond 85 per cent of the economic

I|fe/conceSS|o,n%e®{E c&\heqé}oject and

iX Thlg\f%cg&s@ﬂﬁe\'\/allable to a project only once and shall not be available

@ﬁg mﬁ& \ﬂange in ownership, if any.
A\

(d) Loans (vaer\_ég under this guideline shall attract provisioning as per the extant

provisioning n%rms depending upon their asset classification status.

3.5. Other Issues

Any change in the repayment schedule of a project loan caused due to an

increase in the project outlay on account of increase in scope and size of the project,

shall not be treated as restructuring if:

(@) The increase in scope and size of the project takes place before

commencement of commercial operations of the existing project.
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(b) The rise in cost excluding any cost-overrun in respect of the original
project is 25 per cent or more of the original outlay.

(c) The NBFC re-assesses the viability of the project before approving the
enhancement of scope and fixing a fresh DCCO.

(d) On re-rating, (if already rated) the new rating is not below the previous

rating by more than one notch.

(i) Project Loans for Commercial Real Estate
For CRE projects mere extension of DCCO shall not be considered as restructuring,
if the revised DCCO falls within the period of one year from the original gCCO and
there is no change in other terms and conditions except possib&b%hift of the
repayment schedule and servicing of the loan by equal or stgorterogb%tion compared
to the period by which DCCO has been extended. Such @ 'Q@g‘?oans shall be
treated as standard assets in all respects for this ,g@‘rpgé@ without attracting the
higher provisioning applicable for restructured St& a&d\{a\se’ﬁé\ However, the asset
classification benefit shall not be available to QC)@QE@%’J@%‘ they are restructured.
(iii) In all the above cases of restructu%ag\q&l@? e\@&natory forbearance has been
extended, the Boards of NBFCs sha{(@a@ t@éﬁ\iselves about the viability of the
project and the restructuring plan. c’;QO Q‘Q)Q_QQ
O\KQ o‘\/é’p
3.6. Income recognitio@\q}. QC}\ °
> A \&

(i) NBFCs shall rec‘ogﬁ}s%{&%r& on accrual basis in respect of the projects under
implementation, wﬁi&} \cl s’sif}@ as 'standard'.
(i) NBFCs;@aIIﬁg@ reﬁbS&isbeincome on accrual basis in respect of the projects
under imp&zﬂﬁ%r@tieso@%@'ﬁ are classified as a 'substandard' asset. NBFCs shall
recog&&‘&g@&n&{ﬁ sc.l){&q accounts only on realisation on cash basis.
Consequé?\’glx{b?l%@s which have wrongly recognised income in the past shall
reverse thé<i\ @%st if it was recognised as income during the current year or make a
provision for an equivalent amount if it was recognised as income in the previous
year(s). As regards the regulatory treatment of 'funded interest' recognised as
income and 'conversion into equity, debentures or any other instrument' NBFCs shall
adopt the following:

(a) Funded Interest: Income recognition in respect of the NPAs, regardless

of whether these are or are not subjected to restructuring / rescheduling /

renegotiation of terms of the loan agreement, shall be done strictly on cash
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basis, only on realisation and not if the amount of interest overdue has been
funded. If, however, the amount of funded interest is recognised as income, a
provision for an equal amount shall also be made simultaneously. In other
words, any funding of interest in respect of NPAs, if recognized as income,
shall be fully provided for.
(b) Conversion into equity, debentures or any other instrument: The amount
outstanding converted into other instruments shall normally comprise principal
and the interest components. If the amount of interest dues is converted into
equity or any other instrument, and income is recognised in consequence, full
provision shall be made for the amount of income so recognised t&oﬁ’set the
effect of such income recognition. Such provision shall be ingld%ition to the
amount of provision that may be necessary for the degreciggb(ﬁ in the value of
the equity or other instruments as per the valuatitjﬂ\ @.@ns@rﬁowever, if the
conversion of interest is into equity which is %%te&@intejest income can be
recognised at market value of equity, aK%Q?nO&ﬂ’t% é@g of conversion, not
exceeding the amount of interest c%@%%g\é' @’\@quity. Such equity must
thereafter be classified "current in@@t&@%‘f\@@\tegow and valued at lower of
cost or market value. In case(o\?‘(bcgﬁﬁve@ of principal and /or interest in
respect of NPAs into deb%@?e/ﬁ‘?@@%ebentures shall be treated as NPA,
ab initio, in the same a@t .c@si%i@gtion as was applicable to loan just before
AP N7
conversion and pr%a{;gio@ﬁﬁeéfb as per norms. This norm shall also apply to
zero coupon b%%\%(%%@ﬂnstruments which seek to defer the liability of the
issuer. On @@o nt’urq@) income shall be recognised only on realisation
basis.g@e/;\%@)mgﬁ qré?pect of unrealised interest which is converted into
de eS'o aﬁ\/@cqt'ﬁer fixed maturity instrument shall be recognised only on
QJié@\eow{&tiog&f c,)gu\%h instrument. Subject to the above, the equity shares or
otﬁ%lj '{{é\rl‘g@nts arising from conversion of the principal amount of loan shall
also%;eb&%ject to the usual prudential valuation norms as applicable to such

instruments.
4. General Principles and Prudential Norms for Restructured Advances

The principles and prudential norms laid down in this paragraph shall be applicable

to all advances.
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4.1 Eligibility criteria for restructuring of advances

411 NBFCs may restructure the accounts classified under ‘standard',
'substandard’ and 'doubtful' categories.

4.1.2 NBFCs cannot reschedule/ restructure/ renegotiate borrowal accounts with
retrospective effect. While a restructuring proposal is under consideration, the usual
asset classification norms shall continue to apply. The process of re- classification of
an asset shall not stop merely because restructuring proposal is under consideration.
The asset classification status as on the date of approval of the restructured package
by the competent authority shall be relevant to decide the asset classific%tion status
of the account after restructuring / rescheduling / renegotiation. InQ se there is
undue delay in sanctioning a restructuring package and in the mga%time the asset
classification status of the account undergoes deterioraétiﬁ,\"g;@(ﬁqgl?b)e a matter of
supervisory concern. @,{}@ 6\(0 (\Co“

4.1.3 Normally, restructuring cannot take plac%Q@wl%eé%ge%tion / changes in the
original loan agreement are made with the fo&)@%l %@ks@f%application of the debtor.
However, the process of restructuring %@%A%%iii@{gd by the NBFC in deserving
cases subject to customer agreeing to(ﬂ“r\e @s\gaﬁé’\c'j conditions.

4.1.4 No account shall be tgk%dk\gqu@&?ructuring by the NBFCs unless the
financial viability is establishe{@%{\@%r%ﬁéa reasonable certainty of repayment from
the borrower, as per th%.ggfn\k%cb\fgfb(&ructuring package. Any restructuring done
without looking into cg%% &Q@%@Pthe borrower and assessing the viability of the
projects / activity fiﬁ?ﬁ&@\b&NBﬁ/@s shall be treated as an attempt at ever greening
a weak crediééag;\ll'g@ a@%&aﬁﬁnvite supervisory concerns / action. NBFCs shall
acceleratebtﬁé ée@o@g\r%@'ekures in respect of such accounts. The viability shall be
deter@%@?thg{&\l%@@s based on the acceptable viability benchmarks determined
by them\(%h{@(\r%é? be applied on a case-by-case basis, depending on merits of
each casg.\ @g’tratively, the parameters can include the Return on Capital
Employed, Debt Service Coverage Ratio, Gap between the Internal Rate of Return
and Cost of Funds and the amount of provision required in lieu of the diminution in
the fair value of the restructured advance. As different sectors of economy have
different performance indicators, it shall be desirable that NBFCs adopt these broad
benchmarks with suitable modifications. Therefore, it has been decided that the
viability shall be determined by the NBFCs based on the acceptable viability

parameters and benchmarks for each parameter determined by them. The
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benchmarks for the viability parameters adopted by the CDR Mechanism are given
in the Appendix-1. NBFCs shall suitably adopt them with appropriate adjustments, if
any, for specific sectors while restructuring of accounts in non-CDR cases.

4.1.5 Borrowers indulging in frauds and malfeasance shall continue to remain
ineligible for restructuring.

4.1.6 BIFR cases are not eligible for restructuring without their express approval.
CDR Core Group in the case of advances restructured under CDR Mechanism, the
lead bank in the case of SME Debt Restructuring Mechanism and the individual
NBFCs in other cases, may consider the proposals for restructuring in such cases,

after ensuring that all the formalities in seeking the approval from BIFR are

completed before implementing the package. 61}\(\
>
O be(b
4.2 Asset classification norms NS %
GOSN

Restructuring of advances shall take place in the foIIo%@\gg(égeeg«
) .
(a) before commencement of com{@@rc@\{)\r@@ction/ operation;
(b) after commencement of@@?‘n%(@?c@\\%roduction/ operation but
before the asset has been %@&;iﬂ@g)aio@b-standard';
N
(c) after commenceme{ﬁ%fg&n@&cial production/ operation and the
)
asset has been clas%tﬁ%d/ﬁgjsq@%andard' or 'doubtful'.
4.2.1 The accounts classifieﬁiﬁ&sgg@n@% assets' shall be immediately reclassified
as 'sub-standard assets' t}gb% .rg%%ucﬁz?ing.
NN
NN
422 The non-p@?m@ié% a/s%éts:’ upon restructuring, shall continue to have the
same asset clasﬁfic@%n A[:i11f§|l/to restructuring and slip into further lower asset

W .
classificatiogb@at\g@sé\ri %38& extant asset classification norms with reference to
the pre:@?rugﬁri@qege?ment schedule.
$\ O A9 8
O L~
423 ’%l\ﬁfgr&éaccounts classified as NPA and NPA accounts retained in the
same catego&‘}on restructuring by the NBFC shall be upgraded only when all the
outstanding loan/ facilities in the account perform satisfactorily during the 'specified
period' (Appendix - 2), i.e. principal and interest on all facilities in the account are

serviced as per terms of payment during that period.

4.2.4 In case, however, satisfactory performance after the specified period is not

evidenced, the asset classification of the restructured account shall be governed as
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per the applicable prudential norms with reference to the pre-restructuring payment

schedule.

4.2.5 Any additional finance shall be treated as 'standard asset' during the
specified period (Appendix - 2) under the approved restructuring package. However,
in the case of accounts where the pre-restructuring facilities were classified as
'substandard’ and 'doubtful’, interest income on the additional finance shall be
recognised only on cash basis. If the restructured asset does not qualify for
upgradation at the end of the above specified period, the additional finance shall be

placed in the same asset classification category as the restructured debt.
e
. AN .
4.2.6 If arestructured asset, which is a standard asset on restructu;b& is subjected
to restructuring on a subsequent occasion, it shall be clagé;fiegq& substandard. If
the restructured asset is a sub-standard or a doubtf%?ss@ar@glfs subjected to
@ O o
restructuring, on a subsequent occasion, its assegb\a\@cg(@n will be reckoned
from the date when it became NPA on the firs(t\ &%\i&n{@@wever, such advances
restructured on second or more occasio%qgh%l-b%e\ghowed to be upgraded to
standard category after the specified pgﬁ@d @’pr@%\lx - 2) in terms of the current
| . . > N2
restructuring package, subject to sa{}@é&t@‘y %ngormance.
4.3 Income recognition norm\@c’ / GQ‘
Subject to provisions of para@g%p(k}soﬁ.zb%z, 5.2 and 6.2, interest income in respect of
N\
restructured accounts ¢ 'f'@dgéfsb\@tandard assets' shall be recognized on accrual
basis and that in re%gect ‘%@;\h@tcounts classified as 'non-performing assets' shall

be recognized on /c'%s r@s@/ (19({/5

(o
r§00®® ((\Q '\qﬂ
4.4 Prqe@éio@ihg\ﬁgrn@
X 2. AS)
4.4.1@r%ﬁio Qﬁ r@&ructured advances

: @)
(i) NBI%@%{&GOM provision against the restructured advances as per the extant

provisioning nofms.

(i) Restructured accounts classified as standard advances shall attract a higher
provision (as prescribed from time to time) in the first two years from the date of
restructuring. In cases of moratorium on payment of interest/ principal after
restructuring, such advances shall attract the prescribed higher provision for the

period covering moratorium and two years thereafter.
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(iii) Restructured accounts classified as non-performing advances, when upgraded
to standard category shall attract a higher provision (as prescribed from time to time)
in the first year from the date of upgradation.

(iv) The above-mentioned higher provision on restructured standard advances
shall be 5 per cent in respect of new restructured standard accounts (flow) with effect
from January 24, 2014 and 5 per cent for the stock of restructured standard accounts
as on January 23, 2014 with effect from March 31, 2017 (spread over the four
quarters of 2016-17

4.4.2 Provision for diminution in the fair value of restructured advances

(i) Reduction in the rate of interest and / or reschedulement of th%ié\payment of
principal amount, as part of the restructuring, shall result in dinﬁ)(ﬁtion in the fair
value of the advance. Such diminution in value is an eogﬁo@@oléébfor the NBFC
and shall have impact on the NBFC's market value@ﬁ' i%%e(@;fore, necessary for
NBFCs to measure such diminution in the faiiqjk%’@\%écﬁ advance and make
provisions for it by debit to Profit & Loss A%@r%&&@\‘ provision shall be held in
addition to the provisions as per existirlgg?rgwg?o@ norms as indicated in para

AN
4.4 1 above, and in an account distinc@%ngoéa&\@ normal provisions.
O O

N
For this purpose, the erosion in\@e\{\a'rf \gg&gof the advance shall be computed as
the difference between the\@ir \é@jh% he loan before and after restructuring. Fair
value of the loan before t@tu;’g@ will be computed as the present value of cash
flows representing {{(@in&és/t%?@e existing rate charged on the advance before
restructuring and the pﬁ%ipﬁl,gﬁ&ounted at a rate equal to the NBFC's bare lending
rate i.e. the@@regb\?a{e@p@c:able to the borrower as per the loan agreement had
the Ioar“g\\@r@e?r\é&g&@}lout any default, as applicable to the concerned borrower,
as oh@wg\*@gt%\%\f Gfsstructuring. Fair value of the loan after restructuring shall be
compute\d Q’@th@%resent value of cash flows representing the interest at the rate
charged on tﬁrg advance on restructuring and the principal, discounted at a rate
equal to the NBFC's bare lending rate as applicable to the borrower as on the date of

restructuring.

The above formula moderates the swing in the diminution of present value of loans
with the interest rate cycle and shall have to be followed consistently by NBFCs in
future. Further, it is reiterated that the provisions required as above arise due to the

action of the NBFCs resulting in change in contractual terms of the loan upon
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restructuring which are in the nature of financial concessions. These provisions are
distinct from the provisions which are linked to the asset classification of the account
classified as NPA and reflect the impairment due to deterioration in the credit quality

of the loan. Thus, the two types of the provisions are not substitute for each other.

(i) The amount of principal converted into debt/ equity instruments on restructuring
shall be held under 'current investments' and valued as per usual valuation norms.
Therefore, for the purpose of arriving at the erosion in the fair value, the NPV
calculation of the portion of principal not converted into debt/ equity has to be carried
out separately. However, the total sacrifice involved for the NBFC would be NPV of
the above portion plus valuation loss on account of conversion into\gé%t / equity
instruments. @Q

NBFCs are therefore advised that they shall correctly ca%@ @%:Qé{/?ninution in fair
value of restructured accounts as it shall have a bear@g\tbo\ﬂlz’?n the provisioning
required to be made by them but also on the am&@a@&o&a@ce required from the
promoters (Ref. para 7.6). Further, there must QQ&‘ beJ:a% @@%rt on the part of NBFCs
to artificially reduce the net present valuege%zﬁf?%@v by resorting to any sort of
financial engineering. NBFCs shall put@%pgﬁgjqjs\o()per mechanism of checks and

balances to ensure accurate calc%LéﬂoQﬁ?eé&lon in the fair value of restructured

<9 7
accounts. O\\ = @6
N
X9 @0 Q
(i) In the event any %&r@ﬁ a@%n in lieu of the diminution in the fair value of the

advance, it shall bew u(geﬁ@at}{@.}g till maturity of the security. This will ensure that

the effect of c@r@ingﬁf@e\é@}omic sacrifice to the Profit & Loss account is not
negated. ’b&’(\\‘g\ O((\Q N
‘Q& é\ @) @K
& @ P
(iv) \% %&1\% eﬂ\ﬂ the fair value shall be re-computed on each balance sheet
ecHimiatiany

date till saﬁé‘gc@r? completion of all repayment obligations and full repayment of the
outstanding irﬁ?\e account, so as to capture the changes in the fair value on account
of changes in the bare lending rate as applicable to the borrower. Consequently,
NBFCs shall provide for the shortfall in provision or reverse the amount of excess

provision held in the distinct account.

(v) If due to lack of expertise / appropriate infrastructure, an NBFC finds it difficult to

ensure computation of diminution in the fair value of advances, as an alternative to
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the methodology prescribed above for computing the amount of diminution in the fair
value, NBFCs shall have the option of notionally computing the amount of diminution
in the fair value and providing therefor, at five percent of the total exposure, in
respect of all restructured accounts where the total dues to NBFC(s) are less than

rupees one crore.

4.4.3 The total provisions required against an account (normal provisions plus
provisions in lieu of diminution in the fair value of the advance) are capped at 100

per cent of the outstanding debt amount.

5. Prudential Norms for Conversion of Principal into Debt / qué\

5.1 Asset classification norms @(b

A part of the outstanding principal amount can be cowﬁr@s{a r@l':aebt or equity
instruments as part of restructuring. The debt / eqwty,g%trg@éntgso created shall be
classified in the same asset classification categoQgﬁ% \:h&()@ restructured advance
has been classified. Further movement |@°th@’~‘ a@é% classification of these
instruments shall also be determined baseg\%&é& se@equent asset classification of

the restructured advance. (\\Q 22} Q\(b
\§ <
& 3
5.2 Income recognition no®\s OQ %
5.2.1 Standard Account§~® 0 Q?(b

In the case of restrugﬁe Qggqﬁnts classified as 'standard’, the income, if any,
generated by theséﬁﬁs @%he ts slv@jl be recognised on accrual basis.
5.2.2 Non- Pgrfq@mq?@cc&nts
In the casg& re@u&@(\ a%counts classified as non-performing assets, the income,
if any, e@?éd@th@\}% instruments shall be recognised only on cash basis.

(\ 6
5.3 VaIthl%r&\and provisioning norms
These instruments shall be held under 'current investments' and valued as per usual
valuation norms. Equity classified as standard asset shall be valued either at market
value, if quoted, or at break-up value, if not quoted (without considering the
revaluation reserve, if any) which is to be ascertained from the company's latest
balance sheet. In case the latest balance sheet is not available, the shares are to be
valued at Re.1. Equity instrument classified as NPA shall be valued at market value,

if quoted, and in case where equity is not quoted, it shall be valued at Re.1.

130



Depreciation on these instruments shall not be offset against the appreciation in any

other securities held under the 'current investment' category.

6. Prudential Norms for Conversion of Unpaid Interest into 'Funded Interest
Term Loan' (FITL), Debt or Equity Instruments

6.1 Asset classification norms

The FITL / debt or equity instrument created by conversion of unpaid interest shall
be classified in the same asset classification category in which the restructured
advance has been classified. Further movement in the asset classification of FITL /
debt or equity instruments shall also be determined based on the subse&ent asset
classification of the restructured advance. K&\

fb’b

6.2 Income recognition norms rz, éo
6.2.1 The income, if any, generated by these mstr%@ferg@shglﬂf)e recognised on
accrual basis, if these instruments are classified %Q sg&?rdaécp and on cash basis in
the cases where these have been classified a@ﬁ no@l?p@%rmlng asset.

6.2.2 The unrealised income representag\%ygﬁL@ebt or equity instrument shall
have a corresponding credit in an QQ\%OH‘%@’ S \d as "Sundry Liabilities Account
(Interest Capitalisation)". @’\3 <& Q@Q

6.2.3 In the case of convers@h o@‘hnr‘ga?sed interest income into equity, which is
quoted, interest income ca@\%e@%ogﬁged after the account is upgraded to standard
category at market vaé&?oé\e |¢§b\ on the date of such upgradation, not exceeding
the amount of mte@&&@ﬁb@\qtéd @t‘m equity.

6.2.4 Only gwe@megb% c(e\»se of FITL or sale / redemption proceeds of the debt

/ equity m&@lrgeﬁtsothé\ qr'ﬁount received shall be recognised in the P&L Account,
Whlleiﬁ‘ru t@féot{ay s@%cmg the balance in the "Sundry Liabilities Account (Interest

Capltallsg‘t\o@b(\

6.3 Valuation & Provisioning norms
Valuation and provisioning norms shall be as per para 5.3 above. The depreciation, if
any, on valuation shall be charged to the Sundry Liabilities (Interest Capitalisation)

Account.

7. Miscellaneous

Following general conditions shall be applicable in all cases of restructuring:
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7.1  The NBFCs shall decide on the issue regarding convertibility (into equity)
option as a part of restructuring exercise whereby the NBFCs shall have the right to
convert a portion of the restructured amount into equity, keeping in view the relevant
SEBI regulations.
7.2 Conversion of debt into preference shares shall be done only as a last resort
and such conversion of debt into equity / preference shares shall, in any case, be
restricted to a cap (say 10 per cent of the restructured debt). Further, any conversion
of debt into equity shall be done only in the case of listed companies.
7.3 NBFCs may consider incorporating in the approved restructuring packages
creditor's rights to accelerate repayment and the borrower's right to pre pay. Further,
all restructuring packages must incorporate 'Right to recompense’ clagé\and it shall
be based on certain performance criteria of the borrower. In any @@e, minimum 75
per cent of the recompense amount shall be recovered by Q}@%@{»sb and in cases
where some facility under restructuring has been egﬁ%@deg{bel(@uqﬁare lending rate,
100 per cent of the recompense amount shall be{@@ov8¢§j_cs;\\0

@(\ Q\j: ’\\6
7.4 As stipulating personal guarantee wiHQgth)@ p{\qmoters' "skin in the game" or
commitment to the restructuring packag(ég, giﬁ%r{@éors personal guarantee shall be
obtained in all cases of restructurin&@nqz&r @j%te guarantee cannot be accepted as
a substitute for personal guar ‘.o{:léw%Qer, corporate guarantee can be accepted
in those cases where the,@}pr&é}%%’b&?’ a company are not individuals but other

RN
corporate bodies or wh@@tt&@hdoi@@ual promoters cannot be clearly identified.

9 \@ %
NN . . o
7.5 All restructu;mg@%kegeséhall be required to be implemented in a time bound

manner. Alwst@%u@b\wckages under CDR / JLF / Consortium / MBA
arrange%@t %daﬁ\\t@)Qm mented within 90 days from the date of approval. Other
restru&ﬁ}ri@\%a(@%&@%hall be implemented within 120 days from the date of receipt

of applic’%@g\é&e NBFC.

7.6 Promoters must bring additional funds in all cases of restructuring. Additional
funds brought by promoters shall be a minimum of 20 per cent of NBFCs' sacrifice or
2 per cent of the restructured debt, whichever is higher. The promoters' contribution
shall invariably be brought upfront while extending the restructuring benefits to the
borrowers. Promoter's contribution need not necessarily be brought in cash and can
be brought in the form of conversion of unsecured loan from the promoters into

equity;

132



7.7 NBFCs shall determine a reasonable time period during which the account is
likely to become viable, based on the cash flow and the Techno Economic Viability
(TEV) study;

7.8 NBFCs shall be satisfied that the post restructuring repayment period is
reasonable, and commensurate with the estimated cash flows and required DSCR in

the account as per their own Board approved policy.

7.9 Each NBFC shall clearly document its own due diligence done in assessing the

TEV and the viability of the assumptions underlying the restructured repayment

terms. \&g
,00
8. Disclosures Q
. . . O 0 .
With effect from the financial year ending March 2014, lg a@bhsclose in their

published annual Balance Sheets, under "Notes on g@&ug@',(i\ajormation relating to
number and amount of advances restructured, g\@& tlg\g%@%t of diminution in the
fair value of the restructured advances as peqr)qfﬁe%&?n@%iven in Appendix - 4. The
information shall be required for advar;beg\? &@g?r.\\u@ed under CDR Mechanism,
SME Debt Restructuring Mechanismogﬁjegﬂ}er&@tegories separately. NBFCs must
disclose the total amount outgta g/% aygthe accounts / facilities of borrowers
whose accounts have been {@%@egﬁong with the restructured part or facility.
This means even if only(bé%’e \@:C’@/&%cilities / accounts of a borrower has been
restructured, the NBF@’I@?@@%iSdOSG the entire outstanding amount pertaining
to all the facilitieSQ‘\\ \u&té Q&hat particular borrower. The disclosure format
prescribed in gls.p/e,&@x 6&?
I écfét%ﬂé\o@@ co\d}lts restructured on a cumulative basis excluding the

)
$’{§1€@?ﬂ 6@>trg@ﬁred accounts which cease to attract higher provision and

ri&yg@%t&@pplicable);

N Q)
i. pr v&mns made on restructured accounts under various categories; and

Q
%e?falia, includes the following:

iii. details of movement of restructured accounts.
This implies that once the higher provisions on restructured advances (classified as
standard either ab initio or on upgradation from NPA category) revert to the normal
level on account of satisfactory performance during the prescribed period, such
advances shall no longer be required to be disclosed by NBFCs as restructured
accounts in the "Notes on Accounts" in their Annual Balance Sheets. However, the

provision for diminution in the fair value of restructured accounts on such
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restructured accounts shall continue to be maintained by NBFCs as per the existing

instructions.

9. The CDR Mechanism will also be available to the corporates engaged in
nonindustrial activities, if they are otherwise eligible for restructuring as per the
criteria laid down for this purpose. Further, NBFCs are also encouraged to
strengthen the coordination among themselves / creditors in the matter of
restructuring of consortium / multiple lending accounts, which are not covered under
the CDR Mechanism.
It has been reiterated that the basic objective of restructuring is t& preserve
economic value of units, not ever-greening of problem accountss\ilﬁwis can be
achieved by NBFCs and the borrowers only by careful assgssmtﬂ)?of the viability,

Q
quick detection of weaknesses in accounts and a tirgeb@o@sﬁ i@?f’ementation of
restructuring packages. Q}@ 6{0 &
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Appendix -1

Broad Benchmarks for the Viability Parameters
i. Return on capital employed shall be at least equivalent to 5 year Government
security yield plus 2 per cent.
ii. The debt service coverage ratio shall be greater than 1.25 within the 5 years
period in which the unit shall become viable and on year to year basis the ratio

shall be above 1. The normal debt service coverage ratio for 10 years repayment

| O
period shall be around 1.33. 61:\
iii. The benchmark gap between internal rate of return and costfb?capital shall be
at least 1per cent Q}(\é Sk
. @ Q

iv. Operating and cash break even points shall bez}@aorg&i gjt and they shall be
comparable with the industry norms. @QQ’ Og\\(\ C}\O

v. Trends of the company based on historié;@‘dg\%‘a@i\?uture projections shall be
comparable with the industry. Thus belzg\%&@’%f@@t and future EBIDTA shall be
studied and compared with indust%é?(g@ae. &’5\'

vi. Loan life ratio (LLR), a§ Qc)té?%sﬁgf)q&% shall be 1.4, which would give a

cushion of 40 per cent to ttlﬁ}rp\\qﬁﬁt %ann to be serviced.
&
Present(bo}%l{@,ogéﬁotal available cash flow (ACF)
LLR = during%eefoa@j.% period (including interest and principal)

Y o~ %
Q\axgg@m m of loan
S qu

Y
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Appendix-2

Key Concepts

(i) Advances

(ii)

The term 'Advances' shall mean all kinds of credit facilities including, term
loans, bills discounted / purchased, factored receivables, etc. and investments
other than that in the nature of equity.

Fully Secured

When the amounts due to an NBFC (present value of principal a&d interest
receivable as per restructured loan terms) are fully covered %ﬁt\\e value of
security, duly charged in its favour in respect of those dues@% NBFC's dues
are considered to be fully secured. While assessw&\ t@or@bsable value of
security, primary as well as collateral secunhe,g%h@@beqeckoned provided
such securities are tangible securities an@QarS\\oE\‘ﬂ intangible form like
guarantee etc., of the promoter / others@Q‘-lo&v%\‘%r this purpose the bank
guarantees, State Government @Qar@ﬁ?e@\ and Central Government

Guarantees shall be treated on p@v t,gd‘ar@@le security.

\§
(iii) Restructured Accounts @ Q‘ Q.

A restructured account |s®ﬁ1e¢§?he;o®§he NBFC, for economic or legal reasons
relating to the borrow@gé ng’nc@ difficulty, grants to the borrower concessions
that the NBFC ﬁl%«?gloc&\her\mse consider. Restructuring shall normally
involve modlf@ f e(mall‘bf the advances/ securities, which shall generally
include, a(norlg aﬂaratlon of repayment period/ repayable amount/ the
amou&fbog&tel)m(é\nt@/ rate of interest (due to reasons other than competitive
@&@Q’Ho\@v@ extension in repayment tenor of a floating rate loan on reset
of uﬁé r%@so as to keep the EMI unchanged provided it is applied to a
class%f gg‘counts uniformly shall not render the account to be classified as
'Restructured account'. In other words, extension or deferment of EMIs to
individual borrowers as against to an entire class, shall render the accounts to
be classified as 'restructured accounts'.

In the cases of roll-over of short term loans, where proper pre-sanction
assessment has been made, and the roll-over is allowed based on the actual
requirement of the borrower and no concession has been provided due to credit

weakness of the borrower, then these shall not be considered as restructured
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accounts. However, if such accounts are rolled-over more than two times, then
third roll-over onwards the account shall be treated as a restructured account.
Besides, NBFCs must be circumspect while granting such facilities as the
borrower may be availing similar facilities from other banks/ creditors in the
consortium or under multiple banking. Further, Short Term Loans for the
purpose of this provision do not include properly assessed regular Working
Capital Loans like revolving Cash Credit or Working Capital Demand Loans.

(iv) Repeatedly Restructured Accounts
When an NBFC restructures an account a second (or more) time(s), the
account will be considered as a 'repeatedly restructured account'. However, if
the second restructuring takes place after the period upt@ which the
concessions were extended under the terms of the_first ’fb@tructurlng, that
account shall not be reckoned as a 'repeatedly restréuqﬁriﬁc@un

(v) SMEs \Q) 6\(0 &
Small and Medium Enterprise (SME) is a@Qu Ert%qgg defined in circular
RPCD.PLNFS.BC.No0.63.06.02/2006-07 Qé?edcﬂbm& 2007 amended from time

to time. (09\0 AQJQ);\}O&
(vi) Specified Period (\\Q %QK &'b

Specified Period means a peq’}bd @"oq@’year from the commencement of the
first payment of interest c@ru@%al}’@%lchever is later, on the credit facility with
longest period of mora}g’rlL@cUn&r the terms of restructuring package.

(vii) Satisfactory Per&&&n%(@e%o@
Satisfactory p‘é?o n%e/dw(;bg the specified period means adherence to the
following Qond&{bns@%né@at period.
Non gﬁlgwu@§e(m Loan Accounts

@ﬁﬁegﬁé n@ agrlcultural term loan accounts, no payment shall remain
ove(ﬂ\ue fb? @erlod of more than the number of days after which it would be
classﬁfe%& NPA. In addition there shall not be any overdues at the end of the

specified period.

Note
(i) While extending repayment period in respect of housing loans to
keep the EMI unchanged, NBFCs shall satisfy themselves about the
revenue generation/ repaying capacity of the borrower during the entire

repayment period including the extended repayment period.
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(i) NBFCs shall not extend the repayment period of such borrowers
where they have concerns regarding the repaying capacity over the
extended period, even if the borrowers want to extend the tenor to keep
the EMI unchanged.

(i) NBFCs shall provide the option of higher EMI to such borrowers

who want to repay the housing loan as per the original repayment

period.
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Appendix-3
Organisational Framework for Restructuring of Advances Under
Consortium/ Multiple Banking/ Syndication Arrangements
A. Corporate Debt Restructuring (CDR) Mechanism
1.1 Objective
The objective of the Corporate Debt Restructuring (CDR) framework is to ensure
timely and transparent mechanism for restructuring the corporate debts of viable
entities facing problems, outside the purview of BIFR, DRT and other legal
proceedings, for the benefit of all concerned. In particular, the framework shall aim at
preserving viable corporates that are affected by certain internal and ex@%al factors
and minimize the losses to the creditors and other stakeholders %@gh an orderly

éoo o

1.2 Scope
The CDR Mechanism has been designed to facﬂ&@te x@g@rlng of advances of
borrowers enjoying credit facilities from more tr{aﬁ oqeoo@ Financial Institution (FI)

and coordinated restructuring programme.

in a coordinated manner. The CDR Meeb%nléb? |§}\an organizational framework
institutionalized for speedy disposal o{@es&ﬁcﬂ@g proposals of large borrowers
availing finance from more than onQS’ban@o”FI@ is mechanism shall be available to
all borrowers engaged in any t@ie of@étlvéb subject to the following conditions:

a) The borrowers @‘}oy c’}%@&acﬂltles from more than one bank/ FI under

multlple banklng@nd@ o@g’consortlum system of lending.

The to%@%ts@%dlp%’@nd -based and non-fund based) exposure is ¥ 10
crore or abéveQJ@ (\A q,Q
éﬁé?nd&egbuntry shall have a three tier structure:

C %’ ding Forum and its Core Group
opR S

$ \ &@Empowered Group
Q;%R Cell

2. CDR S?andlng Forum

2.1 The CDR Standing Forum shall be the representative general body of all
financial institutions and banks participating in CDR system. All financial institutions
and banks shall participate in the system in their own interest. CDR Standing Forum
shall be a self-empowered body, which shall lay down policies and guidelines, and

monitor the progress of corporate debt restructuring.
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2.2 The Forum shall also provide an official platform for both the creditors and
borrowers (by consultation) to amicably and collectively evolve policies and
guidelines for working out debt restructuring plans in the interests of all concerned.
2.3 The CDR Standing Forum shall comprise of Chairman & Managing Director,
Industrial Development Bank of India Ltd; Chairman, State Bank of India; Managing
Director & CEOQ, ICICI Bank Limited; Chairman, Indian Banks' Association as well as
Chairman and Managing Directors of all banks and financial institutions participating
as permanent members in the system. Since institutions like Unit Trust of India,
General Insurance Corporation, Life Insurance Corporation may have assumed
exposures on certain borrowers, these institutions may participate ingthe CDR
system. The Forum will elect its Chairman for a period of one year agﬂﬁle principle
of rotation shall be followed in the subsequent years. H%Nev%rsb?(ﬁbe Forum may
decide to have a Working Chairman as a whole-time ofﬁ@r@%u@b and carry out
the decisions of the CDR Standing Forum. The RB%&I&&@OE\@S a member of the
CDR Standing Forum and Core Group. Its role i@ﬂ?%e\%\o@ged to providing broad
guidelines. ) ‘b& O’\\g

%)
2.4 The CDR Standing Forum shall meeg(é)[ %@t@e every six months and would

I

review and monitor the progress of cg(\é)br%@édgi@' restructuring system. The Forum
shall also lay down the policies aé@\gu/ﬁe%l 0|“’ncluding those relating to the critical
parameters for restructuringﬁ(fb\K sS\Qﬁ'ng_,@b maximum period for a unit to become
viable under a restructurwqbe{@cé\e?}(bninimum level of promoters' sacrifice etc.) to
be followed by the C‘Dﬁrwg?\%qﬁéd Group and CDR Cell for debt restructuring and
shall ensure the'r(\\%\ q&\h fﬁne&oning and adherence to the prescribed time
schedules for Qegst\g@str%@&&@rplt can also review any individual decisions of the
CDR Em%@%re@ @:&\%&%d CDR Cell. The CDR Standing Forum shall also
formu@Q%\Q e&@sé&bdispensing special treatment to those cases, which are
complic@q@% 8@; likely to be delayed beyond the time frame prescribed for
processing<.< b(;}\@

2.5 A CDR Core Group shall be carved out of the CDR Standing Forum to assist
the Standing Forum in convening the meetings and taking decisions relating to
policy, on behalf of the Standing Forum. The Core Group shall consist of Chief
Executives of Industrial Development Bank of India Ltd., State Bank of India, ICICI
Bank Ltd, Bank of Baroda, Bank of India, Punjab National Bank, Indian Banks'
Association and Deputy Chairman of Indian Banks' Association representing foreign

banks in India.
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2.6 The CDR Core Group shall lay down the policies and guidelines to be followed
by the CDR Empowered Group and CDR Cell for debt restructuring. These
guidelines shall also suitably address the operational difficulties experienced in the
functioning of the CDR Empowered Group. The CDR Core Group shall also
prescribe the PERT chart for processing of cases referred to the CDR system and
decide on the modalities for enforcement of the time frame. The CDR Core Group
shall also lay down guidelines to ensure that over-optimistic projections are not
assumed while preparing/ approving restructuring proposals especially with regard to
capacity utilization, price of products, profit margin, demand, availability of raw

materials, input-output ratio and likely impact of imports/ international cost

competitiveness. 61:\(\
>
o ofb %
3.  CDR Empowered Grou O QO
P P > @ Q

3.1 The individual cases of corporate debt restrqu%%%’éh%ggé decided by the
CDR Empowered Group, consisting of ED @f&éﬁr@@ntatives of Industrial
Development Bank of India Ltd., ICICI Bank I@@'\a.%@:s@é%ank of India as standing
members, in addition to ED level repres%g\fgt&\@?géﬁancial institutions and banks
who have an exposure to the concqr:l‘r}ed%&n@%\y. While the standing members
shall facilitate the conduct of the@é%m&gr@%ngs, voting shall be in proportion to
the exposure of the creditoriﬁé}mﬁl%o% %&r to make the CDR Empowered Group
effective and broad base(ﬁ%@%séﬁébeﬁiciently and smoothly, it shall have to be
ensured that participagﬁ% %\& ﬁ&ﬁs / banks approve a panel of senior officers to
represent them in 'ﬂq\%\ R mp@‘flx‘mred Group and ensure that they depute officials
only from a%@é\@{g@&t@attend the meetings of CDR Empowered Group.
Further, ng@nge@v&l}b ag@'ﬁd the meeting pertaining to one account shall invariably
atten%’él\\éb% g@etci@% pertaining to that account instead of deputing their
represer@[vgs(.\ éo

3.2 The<<l\ Q}Q)of representation of banks/ financial institutions on the CDR
Empowered Group shall be at a sufficiently senior level to ensure that concerned
bank / FI abides by the necessary commitments including sacrifices, made towards
debt restructuring. There shall be a general authorisation by the respective Boards of
the participating institutions/ banks in favour of their representatives on the CDR
Empowered Group, authorising them to take decisions on behalf of their

organization, regarding restructuring of debts of individual corporates.
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3.3 The CDR Empowered Group shall consider the preliminary report of all cases
of requests of restructuring, submitted to it by the CDR Cell. After the Empowered
Group decides that restructuring of the company is prima-facie feasible and the
enterprise is potentially viable in terms of the policies and guidelines evolved by
Standing Forum, the detailed restructuring package shall be worked out by the CDR
Cell in conjunction with the Lead Institution. However, if the lead institution faces
difficulties in working out the detailed restructuring package, the participating banks/
financial institutions shall decide upon the alternate institution/ bank which shall work
out the detailed restructuring package at the first meeting of the Empowered Group
when the preliminary report of the CDR Cell comes up for consideration.
3.4 The CDR Empowered Group shall be mandated to look into easl\i.‘%\ase of debt
restructuring, examine the viability and rehabilitation poten%al oi\fb@Company and
approve the restructuring package within a specified tim§f{ﬁ?e @&0 days, or at
best within 180 days of reference to the Empoweregb\@ro&& 'E\bp CDR Empowered
Group shall decide on the acceptable viability {@lcg(ﬁgr@@vels on the following
illustrative parameters, which shall be applied@g‘ﬁ a(b&‘s@ﬁﬁcase basis, based on the
merits of each case : %\Q @Q)‘ O®
D7 N7 X

* Return on Capital Employe@ﬁ?%éE N

« Debt Service Coverags}dﬁ%i/&(%&@%?

+ Gap between theﬁ@‘t&e{\@ %}m% of Return (IRR) and the Cost of Fund

(CoF), (b@\%\@ <

* Extent of s%&ﬁ’n%e %(,@
3.5 The Board of\\‘e?\a Q}%a K/ h‘-{::shall authorise its Chief Executive Officer (CEO)
and/ or Execut'(\(e/gmctgb?Equ)l% decide on the restructuring package in respect of
cases ref%&%té\ t&)@@%{ﬁ system, with the requisite requirements to meet the
contr%’@\e@dg %@C@?powered Group shall meet on two or three occasions in
respect\@‘.g\é\hégrrowal account. This shall provide an opportunity to the
participatin%\rg@%bers to seek proper authorisations from their CEO / ED, in case of
need, in respect of those cases where the critical parameters of restructuring are
beyond the authority delegated to him / her.
3.6 The decisions of the CDR Empowered Group shall be final. If restructuring of
debt is found to be viable and feasible and approved by the Empowered Group, the
company shall be put on the restructuring mode. If restructuring is not found viable,
the creditors shall then be free to take necessary steps for immediate recovery of

dues and / or liquidation or winding up of the company, collectively or individually.
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4. CDRCell

4.1 The CDR Standing Forum and the CDR Empowered Group shall be assisted
by a CDR Cell in all their functions. The CDR Cell shall make the initial scrutiny of
the proposals received from borrowers/ creditors, by calling for proposed
rehabilitation plan and other information and put up the matter before the CDR
Empowered Group, within one month to decide whether rehabilitation is prima facie
feasible. If found feasible, the CDR Cell shall proceed to prepare detailed

Rehabilitation Plan with the help of creditors and, if necessary, experts to be

engaged from outside. If not found prima facie feasible, the creditors may&tart action
for recovery of their dues. \L§\

O
4.2 All references for corporate debt restructuring by creditors Qo%orrowers shall

be made to the CDR Cell. It shall be the responsibility ofb%%’&?d@h(gtitution/ major
stakeholder to the corporate, to work out a pregﬁaing@ (r\eﬁtructuring plan in
consultation with other stakeholders and submitaﬁg\}%@%ell within one month.
The CDR Cell shall prepare the restructuringgﬁla(blﬂﬁ @fﬁms of the general policies
and guidelines approved by the CDR Sta(g@%gﬁn@nd place for consideration of
the Empowered Group within 30 daé(\é\f%@je@@én. The Empowered Group can
approve or suggest modificatio‘nsg @hot /@ﬁ'sgu@?t%at a final decision is taken within a
total period of 90 days. Howe&@i é@i\sqgﬂgent reasons the period can be extended
up to a maximum of 180 gba}% f{@ﬂ\t&@?{gate of reference to the CDR Cell.

4.3 The CDR Starp%@ I%Q%@@he CDR Empowered Group and CDR Cell is at
present housed inﬁ]ﬁ\ \ia Deyglbpment Bank of India Ltd. However, it may be
shifted to another/p\k@e i&@%\&sf&%red necessary, as shall be decided by the Standing
Forum. Th&"édg»@ris&efl&\?%é}nd other costs shall be shared by all financial institutions
and b&g@\o\{b?é %@'ig@attern shall be as determined by the Standing Forum.

4.4 CQQQ@? @I have adequate members of staff deputed from banks and
financial ingtﬁgﬁbqﬁs. The CDR Cell may also take outside professional help. The cost
in operating the CDR mechanism including CDR Cell shall be met from contribution
of the financial institutions and banks in the Core Group at the rate of ¥50 lakh each

and contribution from other institutions and banks at the rate of ¥5 lakh each.
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5. Other features
5.1 Eligibility criteria
5.1.1 The scheme shall not apply to accounts involving only one financial institution
or one bank. The CDR mechanism shall cover only multiple banking accounts /
syndication / consortium accounts of corporate borrowers engaged in any type of
activity with outstanding fund-based and non-fund based exposure of ¥10 crore and
above by banks and institutions.
5.1.2 The Category 1 CDR system shall be applicable only to accounts classified
as 'standard' and 'sub-standard'. There may be a situation where a smal&portion of
debt by a bank might be classified as doubtful. In that situation, if t@:gccount has
been classified as 'standard' / 'substandard' in the books o&at Iegs?QO per cent of
creditors (by value), the same shall be treated as standqﬁa @s@%@(}?dard, only for
the purpose of judging the account as eligible for CD@%@’n @@bggks of the remaining
10 per cent of creditors. There shall be no reqz@‘émgo\oo@@e account / company
being sick, NPA or being in default for a s fi%@{‘p@é% before reference to the
CDR system. However, potentially via%@ﬁci@%s\@NPAs will get priority. This
approach shall provide the necessar)(\\%@tyéé\d facilitate timely intervention for
debt restructuring. Prescribing ag)&}oi/lggtjoq&%) may not be necessary, since the
debt restructuring exercise is@én\gﬁﬁg@?ed by banks and financial institutions or
with their consent. 9\@&. @(} P

DTN A\Z
5.1.3 While corpora@n&&q’uﬁ@ln frauds and malfeasance even in a single bank
shall continue to"{\g\ '\inefli ybﬂ’e for restructuring under CDR mechanism as
hitherto, the Cqﬁe/sg\{@;p @&rﬂ@wew the reasons for classification of the borrower as
wilful defe&@%g@e@@ﬁ/ @QF'I\ old cases where the manner of classification of a
borro@g@ewg@ dcjﬁjlter was not transparent and satisfy itself that the borrower
isina ps@ﬁo&(@ g@ify the wilful default provided he is granted an opportunity under
the CDR m%\cg@ﬁel’sm. Such exceptional cases shall be admitted for restructuring with
the approval of the Core Group only. The Core Group shall ensure that cases
involving frauds or diversion of funds with malafide intent are not covered.
With a view to preserve the economic value of viable accounts, it has been decided
that in cases of fraud / malfeasance where the existing promoters are replaced by
new promoters and the borrower company is totally delinked from such erstwhile
promoters / management, NBFCs and JLF shall take a view on restructuring of such

accounts based on their viability, without prejudice to the continuance of criminal

144



action against the erstwhile promoters / management. Further, such accounts shall
also be eligible for asset classification benefits available on refinancing after change
in ownership, if such change in ownership is carried out under guidelines contained
in Circular DBR.BP.BC.N0.41/21.04.048/2015-16 dated September 24, 2015 on

"Prudential Norms on Change in Ownership of Borrowing Entities (Outside Strategic

Debt Restructuring Scheme)". Each NBFC shall formulate its policy and
requirements as approved by the Board, on restructuring of such assets.

5.1.4 The accounts where recovery suits have been filed by the creditors against
the company, shall be eligible for consideration under the CDR system provided, the
initiative to resolve the case under the CDR system is taken by at least 75 per cent
of the creditors (by value) and 60 per cent of creditors (by number). \J}\Q
5.1.5 BIFR cases are not eligible for restructuring ugjer tﬁéb CDR system.
However, large value BIFR cases shall be eligible for re&? Q@n@nder the CDR
system if specifically recommended by the CDR Cor%@rc%@ The Core Group shall
recommend exceptional BIFR cases on a case- to@s%b\as@%r consideration under
the CDR system. It shall be ensured that th@Qen&ﬁ@stltutlons complete all the

formalities in seeking the approval from Bl,gﬁ b@j@reﬁlementlng the package.
(\‘Q @K Q\‘b

5.2 Reference to CDR system C’)Q Q‘ Q@

5.2.1 Reference to Corporat@%e@fs\R%ﬁ%ctunng System could be triggered by (i)
any or more of the credltcu;\g(’/hngf'avg)rnlnlmum 20 per cent share in either working
capital or term flnanc%Q* @%%& concerned corporate, if supported by a bank or
financial mstltutlorﬁiﬁa\v %ét%ké a{ﬁn (i) above.

522 Thou%h\ﬂegblhtb’aé\ a\(/hllable whereby the creditors could either consider
restructun@b %uféld@oﬁq'buwlew of the CDR system or even initiate legal
proce@%g@n%@ \Mgé%nted banks/ Fls shall review all eligible cases where the
exposurq(% flggamal system is more than %100 crore and decide about referring
the case <f\ @BR system or to proceed under the new Securitisation and
Reconstructlon of Financial Assets and Enforcement of Securities Interest Act, 2002

or to file a suit in DRT etc.

5.3 Legal Basis

5.3.1 CDR is a non-statutory mechanism which is a voluntary system based on
Debtor- Creditor Agreement (DCA) and Inter-Creditor Agreement (ICA). The Debtor-
Creditor Agreement (DCA) and the Inter-Creditor Agreement (ICA) shall provide the
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legal basis to the CDR mechanism. The debtors shall have to accede to the DCA,
either at the time of original loan documentation (for future cases) or at the time of
reference to Corporate Debt Restructuring Cell. Similarly, all participants in the CDR
mechanism through their membership of the Standing Forum shall have to enter into
a legally binding agreement, with necessary enforcement and penal clauses, to
operate the System through laid-down policies and guidelines. The ICA signed by
the creditors shall be initially valid for a period of 3 years and subject to renewal for
further periods of 3 years thereafter. The lenders in foreign currency outside the
country are not a part of CDR system. Such creditors and also creditors like GIC,
LIC, UTI, etc., who have not joined the CDR system, could join CDR mec&anism of a
particular corporate by signing transaction to transaction ICA, wher@@? they have
O o@(bfb

5.3.2 The Inter-Creditor Agreement shall be a legally biﬁéi@% ébment amongst
the creditors, with necessary enforcement and pen%%@m@&, (@herein the creditors
shall commit themselves to abide by the variousﬁ@%n@}?s@é@::DR system. Further,
the creditors shall agree that if 75 per cent %@}e@rw value and 60 per cent of
the creditors by number, agree to a restmj&u@%‘@age of an existing debt (i.e.,
debt outstanding), the same shall t{eﬁ?ipom{ﬁ ‘éh\ the remaining creditors. Since
Category 1 CDR Scheme coversﬁ/s%%@?d and substandard accounts, which in
the opinion of 75 per cent ofé@éﬁg\@i}g)@bby value and 60 per cent of creditors by
number, are likely to bec%@g’ p\@f‘b\rqrjﬂ?lg after introduction of the CDR package, it is
expected that all othg&%r%d%%d@.e., those outside the minimum 75 per cent by
value and 60 peré&l\t l@o}n&mbegashall be willing to participate in the entire CDR
package, inc%@'mé\\g@ agfé%& ggclitional financing.

533 In gfﬁeg@ i ﬁ%\é@’éffectiveness of the CDR mechanism a clause shall be
incor@é\e %0{& C,)Lo§n agreements involving consortium/ syndicate accounts
whereby\é\éQ[I(\‘o(r\e%@rs, including those which are not members of the CDR

R :
mechanism; @ee to be bound by the terms of the restructuring package that shall

exposure to such corporate.

be approved under the CDR mechanism, as and when restructuring may become
necessary.

5.3.4 One of the most important elements of Debtor-Creditor Agreement shall be
'stand still' agreement binding for 90 days, or 180 days by both sides. Under this
clause, both the debtor and creditor(s) shall agree to a legally binding 'stand-still’
whereby both the parties commit themselves not to take recourse to any other legal

action during the 'stand-still' period, this shall be necessary for enabling the CDR
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System to undertake the necessary debt restructuring exercise without any outside
intervention, judicial or otherwise. However, the stand-still clause shall be applicable
only to any civil action either by the borrower or any lender against the other party
and shall not cover any criminal action. Further, during the stand-still period,
outstanding foreign exchange forward contracts, derivative products, etc., shall be
crystallised, provided the borrower is agreeable to such crystallisation. The borrower
shall additionally undertake that during the stand-still period the documents shall
stand extended for the purpose of limitation and also that it shall not approach any
other authority for any relief and the directors of the borrowing company shall not

resign from the Board of Directors during the stand-still period.

&
5.4 Sharing of Additional finance S ,Q)(b
. , . . . NP o)
5.4.1 Additional finance, if any, is to be provided by all gre s«Qt-a 'standard' or
y y all reglibrs 6

'substandard account' irrespective of whether they&%reé@orkng capital or term
) .

creditors, on a pro-rata basis. In case for any in{@%a&&%@]@, any creditor (outside
the minimum 75 per cent and 60 per cenaz,%o%@‘n@\ﬁv@ish to commit additional
financing, that creditor shall have an optio%\ﬁ ag%%‘rg@\ce with the provisions of para

\Q’b Q7 XN
5.6. o \?

RN
: L o AT O - :

54.2 The providers of addItI%(l\Sl ¥ nQ@' whether existing creditors or new
creditors, shall have a preferﬁéﬁn&:il\é%irg@% be worked out under the restructuring
package, over the providea}%f\@?i’s%@%inance with respect to the cash flows out of

&
recoveries, in respect 8‘7&1(@3@%@& exposure
NS 0y

&\Q "
. ./ @rb (\* Qq’
5.5 Exit Optien ,&@ > _ V

R,\9-

5.5.1 As&{t’é edin %@5ﬁ.1 a creditor (outside the minimum 75 per cent and 60
per c&&f}o\mg\q&f n&@ﬂternal reason does not wish to commit additional finance
shall ha\é\a%@%\ti&@At the same time, in order to avoid the "free rider" problem, it is
necessary%gﬁaq\’/ide some disincentive to the creditor who wishes to exercise this
option. Such creditors can either (a) arrange for its share of additional finance to be
provided by a new or existing creditor, or (b) agree to the deferment of the first year's
interest due to it after the CDR package becomes effective. The first year's deferred
interest as mentioned above, without compounding, shall be payable along with the
last instalment of the principal due to the creditor.

5.5.2 In addition, the exit option shall also be available to all lenders within the

minimum 75 percent and 60 percent provided the purchaser agrees to abide by
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restructuring package approved by the Empowered Group. The exiting lenders shall
be allowed to continue with their existing level of exposure to the borrower provided
they tie up with either the existing lenders or fresh lenders taking up their share of
additional finance.

5.5.3 The lenders who wish to exit from the package shall have the option to sell
their existing share to either the existing lenders or fresh lenders, at an appropriate
price, which shall be decided mutually between the exiting lender and the taking over
lender. The new lenders shall rank on par with the existing lenders for repayment
and servicing of the dues since they have taken over the existing dues to the exiting
lender.

5.5.4 In order to bring more flexibility in the exit option, One Time gg&ement can
also be considered, wherever necessary, as a part of the resguctuflb(a package. If an
account with any creditor is subjected to One Time Settleﬁ%@'@%y a borrower
before its reference to the CDR mechanism, any flé@@’edés{ém(@itments under such
OTS shall not be reversed under the restru@;@reg\%e@ge. Further payment
commitments of the borrower arising out oééhc(bh&'@‘shall be factored into the

restructuring package. 6\0 @Q?‘ O®
\Q’b Q7 XN
NI
5.6 Category 2 CDR System &2 &>
| & &

5.6.1 There have been instK %&&e&@%e projects have been found to be viable
by the creditors but the ggb%u&&c’i%@gnot be taken up for restructuring under the
CDR system as they‘fgﬁngé) '(%Q@btful' category. Hence, a second category of CDR
is introduced for (36%%> @\ere/thell‘bccounts have been classified as 'doubtful' in the
books of creditgrs/,s@ﬁd if, énﬂ?um of 75 per cent of creditors (by value) and 60 per
cent credig{l% g@ %()'\satisfy themselves of the viability of the account and
cons@@\l’é\q&hb@trc@ring, subject to the following conditions :
('r)é\l%@ﬁa&@ot be binding on the creditors to take up additional financing
worﬁ‘e\%@?f under the debt restructuring package and the decision to lend or
not to lend shall depend on each creditor bank / Fl separately. In other words,
under the proposed second category of the CDR mechanism, the existing
loans shall only be restructured and it shall be up to the promoter to firm up
additional financing arrangement with new or existing creditors individually.
(i)  All other norms under the CDR mechanism such as the standstill clause,
asset classification status during the pendency of restructuring under CDR,

etc., shall continue to be applicable to this category also.
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5.6.2 No individual case shall be referred to RBI. CDR Core Group shall take a
final decision whether a particular case falls under the CDR guidelines or it does not.
5.6.3 All the other features of the CDR system as applicable to the First Category

shall also be applicable to cases restructured under the Second Category.

5.7 Incorporation of 'right to recompense’ clause

All CDR approved packages must incorporate creditors' right to accelerate
repayment and borrowers' right to pre-pay. All restructuring packages must
incorporate 'Right to recompense' clause and it shall be based on certain
performance criteria of the borrower. In any case, minimum 75 per ggnt of the
recompense amount shall be recovered by the lenders and in caseg@here some
facility under restructuring has been extended below base gte, 1Qébper cent of the

recompense amount shall be recovered. 6@0 @OQQQ/
NN q,
Q)(b (\6 (\%
B SME Debt Restructuring Mechanism @Q Os\\ C,;\\O
Apart from CDR Mechanism, there exis@t@oa(baﬁ@}&@simpler mechanism for
restructuring of loans availed by Small %Q@K@%?u@nterprises (SMEs). Unlike in
N
the case of CDR Mechanism, the ope@\(ﬁo%ﬁl&rt@@of the mechanism have been left
O L9
to be formulated by the lender COé’@ém/&'. ‘@%qmechanism shall be applicable to all
the borrowers which have funﬁ@‘a&\cﬁ‘ ng_,@?unded outstanding up to ¥10 crore under
multiple / consortium bankiﬁ%’ a{éﬁ%&l(%nt. Major elements of this arrangements are
NN
. L o
Y X@ 9
(i) Under thisafe hanQK‘/‘?n the lender shall formulate, with the approval of
/

theikgoag@) gbggt)&s a debt restructuring scheme for SMEs within the

p&féegt@l e)@ﬁ%glgid down by RBI. The lender shall frame different sets of
&'\%\%@%SO@ éh)@sﬁ)owers belonging to different sectors within the SME if they

- &0 dasire, ©
N\ g@ S

(ii<f b\I&"ﬁile framing the scheme, the lender shall ensure that the scheme is

as under:

simple to comprehend and shall, at the minimum, include parameters
indicated in these guidelines.

(i)  The main plank of the scheme is that the lender with the maximum
outstanding shall work out the restructuring package, along with the lender

having the second largest share.
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(iv) The lender shall work out the restructuring package and implement
the same within a maximum period of 90 days from date of receipt of
requests.

(v) The SME Debt Restructuring Mechanism shall be available to all
borrowers engaged in any type of activity.

(vi) Lenders shall review the progress in rehabilitation and restructuring of

SMEs accounts on a quarterly basis and keep the Board informed.
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Disclosure of Restructured Accounts

Appendix 4

Under SME
Debt
Under CDR
Type of Restructuring Restructuri Others Total
Mechanism
ng
Mechanism *(9
AN
Asset Classification S S S Qb S
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u u S U o u
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N S/ b| D Sbnéquéo(l[i) S| b|D
' t|-|o t-@.\@@?%e«o t|-|o
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restructured

Amount

standard outstanding
category Provision
during the thereon

FY

Restructured No. of
standard borrowers
advances Amount

which cease to

outstanding

attract higher Provision
provisioning thereon
O
and / or Q‘tl‘\
additional risk S \52)?)
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weight IS 7
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¢
and hence + $<> Ler
¢ B IR
need not be 2 Q{)rb QD
shown as \((D% @Q\Q) \Q;\\
restructured ,;\OO Q@Q’ QQ\‘\”\
N I~ D
standard ,&Q,O v 82’
NS F
advances at < ;\\O Q}g
the &) \K 2)
NG
beginning of S \QK q)w
IS
the next &P 7
FY g Q)® &
\<\ X N f\Q '\O\J«
Down at@q ﬁl\dﬁoi;
%@Q\fvers
§ c}’<> i
restr r%q\ (OKmount
accou{{t‘so outstanding
during th@fl-bY Provision
thereon
Write-offs of No. of
restructured borrowers
accounts Amount

during the FY

outstanding

Provision

thereon

152




7 Restructured

No. of

Accounts as borrowers
on Amount
March 31 of outstanding
the FY Provision
(closing thereon
figures™)

* Excluding the figures of Standard Restructured Advances which do not attract higher

provisioning or risk weight (if applicable).
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Annex VII
Flexible Structuring of Long Term Project Loans to Infrastructure and Core
Industries
1. The long tenor loans to infrastructure / core industries projects, say 25 years, shall
be structured as under:
i. The fundamental viability of the project shall be established on the basis of all
requisite financial and non-financial parameters, especially the acceptable level of
interest coverage ratio (EBIDTA / Interest payout), indicating capacity to service the
loan and ability to repay over the tenor of the loan; Q
ii. Allowing longer tenor amortisation of the loan (Amortisation Sch@b‘ule say 25
years (within the useful life / concession period of th% pr%@%t)bwm periodic
refinancing (Refinancing Debt Facility) of balance debtb@e @or]/‘b?’whlch shall be
fixed at the time of each refinancing, within the overaé&m{@ilsa@@h period;
ii. This shall mean that the NBFC, while assess@ché\v%ﬁﬁly of the project, would
be allowed to accept the project as a wableé@o \br@\e the average debt service
coverage ratio (DSCR) and other flr}gﬂc@Q)an\cp non-financial parameters are
acceptable over a longer amortlsgnon G&a 83‘ of say 25 years (Amortisation
Schedule), but provide fundlng&éf}ltlaJQ‘DbeQ‘t' Facility) for only, say, 5 years with
refinancing of balance debt Q@n @%%B% by existing or new lenders (Refinancing
Debt Facility) or even throgg ck%%nd
iv. The refinancing (R\ej%a&@lng'ﬁebt Facility) after each of these 5 years shall be of
the reduced amogﬁs @@érm%ne%"&) per the Original Amortisation Schedule.

$° Q)((\Q )

2. NBFC iﬁall@%r@?fr@h long term projects in infrastructure and core industries
as su@és@@ln &a@@ph 1 above provided that:
i. Only te @@ns@o infrastructure projects, as defined under the Harmonised Master
List of Infrast@%ture of RBI, and projects in core industries sector, included in the
Index of Eight Core Industries (base: 2004-05) published by the Ministry of
Commerce and Industry, Government of India, (viz., coal, crude oil, natural gas,
petroleum refinery products, fertilisers, steel (Alloy + Non Alloy), cement and
electricity- some of these sectors such as fertilisers, electricity generation,
distribution and transmission, etc. are also included in the Harmonised Master List of

Infrastructure sub-sectors)- shall qualify for such refinancing;
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ii. At the time of initial appraisal of such projects, NBFC shall fix an amortisation
schedule (Original Amortisation Schedule) while ensuring that the cash flows from
such projects and all necessary financial and non-financial parameters are robust
even under stress scenarios;

iii. The tenor of the Amortisation Schedule shall not be more than 80 per cent
(leaving a tail of 20 per cent) of the initial concession period in case of infrastructure
projects under public private partnership (PPP) model; or 80 per cent of the initial
economic life envisaged at the time of project appraisal for determining the user
charges / tariff in case of non-PPP infrastructure projects; or 80 per cent of the initial

economic life envisaged at the time of project appraisal by Lenders Inggependent
-

©
iv. The NBFC offering the Initial Debt Facility shall sanction the I/Qa%ofor a medium
term, say 5 to 7 years. This is to take care of initial cbo'@?tr&ﬂ?g@griod and also
cover the period at least up to the date of commenceg@ng& cggamercial operations
(DCCO) and revenue ramp up. The repayment(iﬁtge\%ééb%f this period (equal in
present value to the remaining residual p%gﬁen(b\l‘cgﬁéesponding to the Original
Amortisation Schedule) shall be structureﬁba{%@‘@t repayment, with the intent
specified up front that it shall be refin@ébd‘b@&h%i%payment shall be taken up by the
same lender or a set of new Ien.d%@oo;ﬁ?r@@%tion of both, or by issue of corporate
bond, as Refinancing Debt F{ﬁﬁ%@\%’&ch refinancing shall repeat till the end of
the Amortisation Schedul%'c;\@ : \@0\@

v. The repayment sc}gﬁl%s‘%%dﬁial Debt Facility shall normally correspond to the
Original Amortisatiéﬁ\ \d €, w“n;lbss there is an extension of DCCO. In that case,
in terms of ex@n(@ﬁru%&%&?&tained in DNBS.CO.PD.No0.367/03.10.01/2013-14,
dated Ja 23 14and DNBR.CO.PD.No. 011/03.10.01/2014-15, dated
Janu@g’@%@_@1%@n%@%xtension of DCCO shall not be considered as restructuring

subject t@%e&@% 89ditions, if the revised DCCO falls within the period of two years
A\
and one %%/ﬁg'om the original DCCO for infrastructure and non-infrastructure

Engineer in the case of other core industries projects;

projects respectively. In such cases the consequential shift in repayment schedule
by equal or shorter duration (including the start date and end date of revised
repayment schedule) than the extension of DCCO shall also not be considered as
restructuring provided all other terms and conditions of the loan remain unchanged
or are enhanced to compensate for the delay and the entire project debt amortisation
is scheduled within 85 per cent (Refer Note 1 below)of the initial economic life of the

project as prescribed in paragraph 2(iii) above;
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vi. The Amortisation Schedule of a project loan shall be modified once during the
course of the loan (after DCCO) based on the actual performance of the project in
comparison to the assumptions made during the financial closure without being
treated as ‘restructuring’ provided:

a) The loan is a standard loan as on the date of change of Amortisation Schedule;

b) Net present value of the loan remains the same before and after the change in
Amortisation Schedule; and

c) The entire outstanding debt amortisation is scheduled within 85 per cent (refer
note 2 below) of the economic life of the project as prescribed in paragraph 2 (iii)
above; S

vii. If the Initial Debt Facility or Refinancing Debt Facility becomes NP{QLP‘Q any stage,
further refinancing shall stop and the NBFC which holds the Ioanf&)%en it becomes
NPA, shall be required to recognise the loan as such and réf\ak\giﬁgc%ggary provisions
as required under the extant regulations. Once tg%@acg&né\opomes out of NPA
status, it shall be eligible for refinancing in terms %%eée\%%@ctions;

viii. NBFCs shall determine the pricing of the@&h%@ @%% stage of sanction of the
Initial Debt Facility or Refinancing Debt I:baj:?it&@%q@nsurate with the risk at each
phase of the loan, and such pricing st'@]ﬁae,o@% p@i&he rate approved by its Board;

O O
ix. NBFCs shall secure their intere}\t tﬂ'w.aggoof’ proper documentation and security
o S

: AN
: N Q
creation, etc; KQ RS @
Xx. NBFCs shall be ini(tb'ké%/.\@‘fbqujga{bto count the cash flows from periodic
AN
amortisations of Ioan%% %Ls%élq@bullet repayment of the outstanding debt at the
XS

N
end of each refindnci eriod Qfsé;btheir asset-liability management; however, with
/ O
experience gained F hall be required in due course to conduct behavioural
p gain \‘(RB g&t %_,« q

studies ofg& f{b\N@m(%%@'r\l amortisation of loans and plot them accordingly in ALM

stater&gﬁ\s\ésg@ 0{& C}éo
Xi. NBFQ@sQ@ﬁ‘\r (@gnise from a risk management perspective that there will be a

probabilitygﬁ%@ﬁ’e loan shall not be refinanced by other NBFCs/lenders, and shall
take this into account when estimating liquidity needs as well as stress scenarios.
Further, unless the part or full refinancing by other NBFCs/lenders is clearly
identified, the cash flows from such refinancing shall not be taken into account for
computing liquidity ratios. Similarly, once committed, the refinancing NBFC/lender
shall take into account such cash flows for computing their liquidity ratios; and

xii. NBFCs shall have a Board approved policy for such financing.
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3. Further, NBFCs may also flexibly structure the existing project loans to
infrastructure projects and core industries projects with the option to periodically
refinance the same as per the norms given below:

i) Only term loans to projects, in which the aggregate exposure of all institutional
lenders exceeds %500 crore, in the infrastructure sector (as defined under the
Harmonised Master List of Infrastructure of RBI) and in the core industries sector
(included in the Index of Eight Core Industries (base: 2004-05) published by the
Ministry of Commerce and Industry, Government of India) shall qualify for such
flexible structuring and refinancing;

i) NBFCs shall fix a Fresh Loan Amortisation Schedule for the existing pr&gject loans
once during the life time of the project, after the date of comgfé%cement of
commercial operations (DCCO), based on the reassessrrgnt oi,QI{Re project cash
flows, without this being treated as ‘restructuring’ providedrz,Q @0 Q({/b

a. The loan is a standard loan as on the date of,s&la@ (di_oan Amortisation

Q .
Schedule; o O&\ﬂ\ &°
b. Net present value of the loan remains sar&@%%@%g’ﬁ?after the change in Loan
isati - AR 2N
Amortisation Schedule; 2 @ \o(\

c. The Fresh Loan Amortisation Sche@ﬁ\e %@Sﬁl Q?‘iv\vithin 85 per cent (leaving a tail of
15 per cent) of the initial concgss}@ﬁog&%@@%ase of infrastructure projects under
public private partnership (P{RB)KQ@%I‘;{@? 85 per cent of the initial economic life
envisaged at the time of %@%\%@?sal for determining the user charges / tariff in
case of non-PPP infr‘%ﬁu%{&e{%’pﬁjects; or 85 per cent of the initial economic life
envisaged at the tﬂﬁ‘%> %r 'efctas(ppraisal by Lenders Independent Engineer in the
case of other §Qre/ @dus%é(s\ cgr:afgects; and

d. The vig&it%@f (t)héQ%(B}ect is reassessed by the NBFC and vetted by the
Indep&’g&%@@\/%ﬁti&&ommittee constituted under the aegis of the Framework for
Revitalis@‘@eé@d Assets in the Economy dated March 21, 2014.

i) If a proi%\cgquén is classified as ‘restructured standard’ asset as on the date of
fixing the Fresh Loan Amortisation Schedule as per para 3(ii) above, while the
current exercise of fixing the Fresh Loan Amortisation Schedule shall not be treated
as an event of ‘repeated restructuring’, the loan shall continue to be classified as
‘restructured standard’ asset. Upgradation of such assets shall be governed by the
extant prudential guidelines on restructuring of accounts taking into account the

Fresh Loan Amortisation Schedule;
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iv) Any subsequent changes to the above mentioned Fresh Loan Amortisation
Schedule shall be governed by the extant restructuring norms;

v) NBFCs may refinance the project term loan periodically (say 5 to 7 years) after the
project has commenced commercial operations. The repayment(s) at the end of
each refinancing period (equal in value to the remaining residual payments
corresponding to the Fresh Loan Amortisation Schedule) shall be structured as a
bullet repayment, with the intent specified up front that it will be refinanced. The
refinance shall be taken up by the same lender or a set of new lenders, or
combination of both, or by issue of corporate bond, as refinancing debt facility, and
such refinancing shall repeat till the end of the Fresh Loan Amortisation, Schedule.
The proviso regarding net present value as at paragraph 3(ii) shall no&@ applicable
at the time of periodic refinancing of the project term loan; ,@(b

vi) If the project term loan or refinancing debt facility bg% Qé{r;)on-performing
asset (NPA) at any stage, further refinancing shall g}@ a&@tg\e) BFC which holds
the loan when it becomes NPA shall be requiredﬁﬁ r%s‘bggggthe loan as such and
make necessary provisions as required un@@ %@‘@%nt regulations. Once the
account comes out of NPA status, it shal%@?e{l@%le@ refinancing in terms of these

)

AN
instructions; (\\Q QK o

Xe S N

vii) NBFCs shall determine the ‘pré@}g/ %Q.%%ns at each stage of the project term
loan or refinancing debt facilﬁ@\ﬁg&@n%&rate with the risk at each phase of the
loan, and such pricing sh%ﬁ},‘gé.@&cb\%@?e rate approved by the Board;

viii) NBFCs shall seq@hgiﬁ%e%st by way of proper documentation and security
creation, etc.; &\Q\ @é\' 4 (-l‘/b

ix) NBFCs s$lqell/\s£@ i@b&l{l}gﬂglowed to count the cash flows from periodic
amortisati%xfé %fﬂba@@@sééko the bullet repayment of the outstanding debt at the
end c&@%ﬁéf@%@)period for their asset-liability management; however, with
experien@‘@\eg}QIBFCs shall be required in due course to conduct behavioural
studies of ga\sgg%ws in such amortisation of loans and plot them accordingly in ALM
statements;

x) NBFCs shall recognise from a risk management perspective that there shall be a
probability that the loan shall not be refinanced by other lenders, and shall take this
into account when estimating liquidity needs as well as stress scenarios; and

xi) NBFCs shall have a Board approved policy for such financing.
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4. It is clarified that NBFCs may also provide longer loan amortisation as per the
above framework of flexible structuring of project loans to existing project loans to
infrastructure and core industries projects which are classified as ‘NPAs’. However,
such an exercise shall be treated as ‘restructuring’ and the assets shall continue to
be treated as ‘NPA’. Such accounts shall be upgraded only when all the outstanding
loan/facilities in the account perform satisfactorily during the ‘specified period’ (as
defined in the extant prudential guidelines on restructuring of accounts), i.e. principal
and interest on all facilities in the account are serviced as per terms of payment
during that period. However, periodic refinance facility shall be permitted only when

the account is classified as ‘standard’ as prescribed in the para 3(vi) abov%
\

\p

5. It is reiterated that the exercise of flexible structuring @d reﬁn@ncmg shall be
carried out only after DCCO. Further, one of the condltlonqﬁ\p %D (iii) of Annex-
2 of Notification No.DNBS(PD). No.272/CGM(NSV)- %@446&&@ anuary 23, 2014,
“The repayment period of the restructured a@%n&e\né@mg the moratorium, if

any, shall not exceed 15 years in the case of |@€f\as®‘ct@§ advances and 10 years in

the case of other advances.”) for avallln%}%e@% a@t benefits under restructuring

guidelines shall cease to be appllceﬁi\e a\g@loan to infrastructure and core
industries project covered under th@’%m@'ro@ﬁ% circular.

&

N\

O %6
6. RBI will review these m&ﬁ%ct@% aﬁberlodlc intervals.
o)
Notes: \\\% \6\ %0
1 A relaxation of% economic life is provided in case of delay in
achieving D O\(\ﬁo 2%?(1'80% ceiling of amortisation of project debt
prescnbedK Ii). NBFCs may factor the same while determining
Orlglna edule
N ~Q OO
2 Refer {g\\? éﬂ 1 above
<

&b
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Annex X

Self — Regulatory Organization (SRO) for NBFC-MFIs — Criteria for Recognition

Vi.

Vii.

viii.

Xi.

Xii.

Xiii.

Xiv.

Nodatitier. .

The SRO shall have at least 1/3rd of the NBFC-MFIs registered as its
members, at the time of recognition.
It shall have adequate capital to be able to discharge its functions without
being overly dependent on subscription from members.
The memorandum / bye laws of the Self-Regulatory Organization (SRO) shall
specify criteria for admission of members and the functions it shall discharge,
as one of its main objects; 61}\0
The Memorandum / bye laws of an SRO shall provid%for thga%anner in which
the Governing Body / Board of Directors of the SROOW ?l@&?on.
The Board shall have adequate representati,g@ frgfbl bgt(r}/large and small
NBFC-MFls. @QQ’ o‘\\o Y
1/3rd of the Board of Directors shall b@@%d{g@%r@‘gf and not associated with
member institutions. AY Q)‘ &

P & P
The Board of Directors and inQL 'dquk c@&prising the management shall be

: , O g2 O
considered fit and proper, lgé(,%e ﬂ'esQ@’e Bank.
NP s
It shall have adequateg@r&\@%o% s in place.
The SRO shall funﬁ.i&éﬁe@ﬁb{%rest of all the stake holders and not seen to
be only an indug@ téQa%Q(&
N
The SRO sHall f amie «CoQﬁ@aof Conduct to be followed by its members.
/ S . . .
It shall have @ Grigvande Redressal Mechanism and a Dispute Resolution
QMESIPGE g

e s in(place,” including a specially appointed Grievance Redressa
M%kféng{ﬁ' IC@'\'Id' iall inted Gri Red I

%)

It\é’iag\fb% gQ position to exercise surveillance over its members to ensure
com%?ig@% with the Code of Conduct and regulatory prescriptions of the Bank
through an Enforcement Committee

It shall also have a developmental function of training and awareness
programmes for its members, for the Self Help Groups and conduct research

and development for the growth of the MFI sector

160



Obligations of the SRO towards the Reserve Bank

i)

Vi)

The SRO, once recognized, shall need to nominate a Compliance officer who
shall directly report to the Reserve Bank and who shall keep the Reserve

Bank regularly posted of all developments in the sector.
The SRO shall have to submit its Annual Report to the Reserve Bank.

It shall have to conduct investigation into areas of concern as pointed out by
the Reserve Bank.

e

. I NS

The SRO shall inform the Reserve Bank of the violations of pgé provisions of
the RBI Act,1934, the directions, the circulars or the @wded&ea_)issued by the

Reserve Bank from time to time, by any of its me@rbbqérs@ q,Q

é\
It shall provide information, including data, @Q%e\ﬁésé@e Bank periodically or

as requested for by the Bank. (\ \‘r O\KQ’

The Reserve Bank shall, if need'b%rlis@ @eot the books of the SRO or

arrange to have the books msgﬁcéelgﬁby @audlt firm.
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Annex Xl
Annex XI (1)

INFORMATION ABOUT THE PROPOSED PROMOTERS / DIRECTORS
ISHAREHOLDERS OF THE COMPANY

ﬁ:)'. Particulars Required Response

1 |Name

2 |Designation Chairman / Managing
Director / Director / Chief
Executive Officer

3 |Nationality X AQ

4 | Age (to be substantiated with date of birth) ,&\\

5 |Business Address o

6 |Residential Address A (\,V o

7 |E-mail address / Telephone number ())Q ‘\;O‘ (\(I/J

8 |PAN Number under Income Tax Act . 6 ,x\\ Vv

9 |Director Identification Number (DIN) ,_,Q}v Ab\u &

10 |Social security number / Passport No.* ,,QW g\\‘ s‘\\o\

11 |Educational / professional qualifications ,\(U . N o @
12 |Professional Achievement relevant to )J®\j ob,{h O\\

13 |Line of business or vocation “QU Q)u &v
14 |Any other information rele‘@?t JXSO tho)
ARG
Company RS RN

15 [Name/s of other compa@ Q]@\.{/h@vthe
person has held the K@Qst of %lﬁﬁman /

Managing Direct Digectory;”/  Chief

Executive Officer& ~ 2O o2

16 |Name/s of . ggvt 4 regulators

(RBLSEBLIRA, SBRDANHB or any other

foreign m@llau{g&of G}’entities mentioned in

which'ft% 156ns hold dffectorships
17 |Namé/s o§e , if any, with which the

ﬁ&m@g’ a a@\ s Promoter, Managing
ir@or

air%}n or Director including a

&Q id ag) N anking Financial Compan
RS )%? \h £ Py,
pwhi as(been prohibited from accepting
) O sim&osecuted by RBI ?
M ‘z@&%a prosecution, if any, pending or
Qgs enced or resulting in conviction in the
ést against the person and/or against any of
the entities he is associated with for violation
of economic laws and regulations
19 |Cases, if any, where the person or relatives of
the person or the companies in which the
person is associated with, are in default or
have been in default in the last 5 years in
respect of credit facilities obtained from any
entity or bank
20 |If the person is a member of a professional
association/ body, details of disciplinary
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action, if any, pending or commenced or
resulting in conviction in the past against him
/ her or whether he / she has been banned
from entry of any professional occupation at
any time

21

Whether the person attracts any of the
disqualification envisaged under section 164
of the Companies Act, 2013

22

Has the person or any of the companies, he/
she is associated with, been subject to any
investigation at the instance of the
Government Department or Agency

23

Has the person at any time been found guilty
of violations of rules / regulations / legislative
requirements by Customs / Excise / Income
Tax// Foreign Exchange / Other Revenue
Authorities, if so, give particulars

24

Experience in the business of NBFC (number
of years)

25

Equity shareholding in the company

(1)

No. of shares

(i)

Face value

(iii)

Percentage to total paid up equity sh%Q

26

capital of the company

Name/s of the companies, H&)
proprietary concerns in which tKg pe@)n
holds substantial interest ‘Q).% AQ) s'\\<

27

Names of the principal E@‘fﬂ(eg& to Ste

concerns at 26 above wO' NTT S

28

29

Signature :

Names of the overseas hapkers* <~
b}@a@
Date: & \Q\ Q)u

Name :

Whether number of@ct&fbh ,%Q%Id by the
section 165 of {I
PlaceA™ ° .7 AD

Designation :

person exceeds % ribed under
an;.@ ct, 2013
NS
7 V“ RO

Company Seal :

*Fo

'0

o

rforeign
:;&{& - s/ dféctq@

shareholders

rs / directors / shareholders
th shall be submitted in respect of each of the proposed

4

N
<&

&
N\
C®

OO

(\
N

163




Annex XI (2)

INFORMATION ABOUT CORPORATE PROMOTER

32. Particulars Required Response
1 Name
2  |Business Address
3 E-mail address / Telephone number
4  |PAN Number under Income Tax Act
5 |Name and contact details of compliance officer
6  |Line of business
7 The details of their major shareholders (more than 10%) )
and line of activity, if corporates o8
8  |Names of the principal bankers/ overseas bankers * ,,Qv
9  |Name/s of the regulator 52)”
(RBL,SEBLIRDA,PFRDA,NHB or any other foreig&> OQ (1‘;)
regulator) }\’Z} Nallfe)
10 |Name/s of Company/ies in the Group as deﬁn%[&xrf %@ - & v
Prudential Norms Directions oY & |
11 |Name/s of the company/ies in the G{@}ﬁ @t\ a@.\v
NBFCs O N @
12 |Specify the names of companies \é@‘ffl Eae\)ﬁich
have been prohibited from cepting f\josits/
prosecuted by RBI? s(\(b%a @Q\ 0’,\30
13 |Detail of prosecution, if a}g‘s(]sé ﬁ:“é osgb‘fnmenced or
resulting in conviction i]b e @:% the corporate
for violation of econond# laws  andirégulations
14 |Cases, if any, whe S4h ‘{@‘bo&‘:is in default or have
been in defaultwiy h@?[}st Q)?ears in respect of credit
facilities ob‘r@i;%d _fidm angentity or bank
15 |Whether the cQﬁfo z(t&‘ has been subject to any
investjgation t é igstance of the Government
Depal O Agencyl),
16 }%gs/th te (zﬁ)any time been found guilty of
A olatibns leShregulations/ legislative requirements
& &@2@ / Excise/ Income Tax// Foreign Exchange/
N e ve,@%' Authorities, if so, give particulars
1\6\& Ha@}%ﬁe oter corporate/ majority shareholder of the
S(\ otet corporate, if a corporate, ever applied to RBI
{,\< ar€oR which has been rejected
T kO Signature :
ate : Name :
Place: Designation :

Company Seal :

* For foreign corporate
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Annex Xli

Guidelines for Entry of NBFCs into Insurance

1. NBFCs registered with the Bank shall undertake insurance agency business on
fee basis and without risk participation, without the approval of the Bank, only subject
to the following conditions:
(i)  The NBFCs shall obtain requisite permission from IRDA and comply with the
IRDA regulations for acting as ‘composite corporate agent' with insurance
companies. S
(i) The NBFCs shall not adopt any restrictive practice of forcing its&@%mers to go
in only for a particular insurance company in respect on@ss%s@fp;Janced by the
NBFC. The customers shall be allowed to exercise their8®h @Ol@q’
(iii)  As the participation by an NBFC's customer irbq}%{{\éh%g(&bducts is purely on
a voluntary basis, it shall be stated in all publicity@%teﬁﬂ‘al g@ributed by the NBFC in
a prominent way. There shall be no ‘linka Q'ﬂﬁ\bcﬁﬁct or indirect between the
provision of financial services offered t\)(;i(bfhegBF(ng% its customers and use of the
insurance products. . \O(\ Q)%@@Q&
(iv)  The premium shall be paigbﬁf,)\j/ th%’g%red directly to the insurance company
without routing through the l\l@@ﬂ)c}\oo ,(}%Q
(v)  The risks, if any,S@'v Q‘l”n\i@&rance agency shall not get transferred to the
business of the NBFCs, * ¢ @0(0

& 7D

/ (\* (I/Qq/
2. No NBFC @éu @Q’al e@to conduct such business departmentally. A subsidiary
or comp%®%r6ﬂ%\@ﬁn%‘group of an NBFC or of another NBFC engaged in the
busin@s’%@?\g}%a@%g financial institution or banking business shall not normally

be aIIoW@(t@%i%dhe insurance company on risk participation basis.
XS
&b

3. All NBFCs registered with RBI which satisfy the eligibility criteria given below shall
be permitted to set up a joint venture company for undertaking insurance business
with risk participation subject to safeguards. The maximum equity contribution such
an NBFC can hold in the joint venture company shall normally be 50 per cent of the

paid-up capital of the insurance company. On a selective basis, the Bank may permit
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a higher equity contribution by a promoter NBFC initially, pending divestment of

equity within the prescribed period [see Note (1) below].

In case more than one company (irrespective of doing financial activity or not) in the
same group of the NBFC wishes to take a stake in the insurance company, the
contribution by all companies in the same group shall be counted for the limit of 50

percent prescribed for the NBFC in an insurance JV.

In cases where IRDA issues calls for capital infusion into the Insurance JV company,
the Bank may, on a case to case basis, consider need based relaxation of the 50%
group limit as specified. The relaxation, if permitted, shall be subject to &)mpliance
by the NBFC with all regulatory conditions as prescribed for in these K\Qi’f‘\ections and
such other conditions as may be necessary in the specific case. Aﬁu{%ation for such
relaxation along with supporting documents shall be sub@ﬁt@@@é& NBFC to the

Regional Office of the Bank under whose jurisdiction i)'bg‘zre%@eagk ffice is situated.

QQ) \(\ O
ex &
The eligibility criteria for joint venture participarék\s(he{ﬂt.&o {@stated below:
Qo0
Q7
(i) The owned fund of the NBFC{%\IﬁI Q@b%@%s than 500 crore,
S & O
(i) The CRAR of the NBFC @"ﬁallﬁ‘e @?%ss than 15 percent..
.&@ /7
N OQ "OQ
(iii) The level of net@.@n-&éﬁ’o@ng assets shall be not more than 5% of the
A
total outstanding@@asﬁé&?hirg\%urchase assets and advances taken together,

)
© W
8 e ii?
(iv) The NB g}@ll@av(elgﬁb profit for the last three continuous years,
@ O

D Qr\"

NN
X
(v)é{@e&@cb c%{d of the performance of the subsidiaries, if any, of the

’ \Q@%eg\‘&BE@Oshall be satisfactory,
& S o°

AN
(vi)ﬁé\g%@%ry compliance and servicing public deposits, if held.
O

The provisions of RBI Act shall be applicable for such investments while computing
the net owned funds of the NBFC.

4. In case where a foreign partner contributes 26 per cent of the equity with the
approval of insurance Regulatory and Development Authority/ Foreign Investment
Promotion Board, more than one NBFC may be allowed to participate in the equity of

the insurance joint venture. As such participants will also assume insurance risk,
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only those NBFCs which satisfy the criteria given in paragraph 3 above, shall be

eligible.

5. NBFCs registered with RBI which are not eligible as joint venture participant, as
above can make investments up to 10 per cent of the owned fund of the NBFC or
%50 crore, whichever is lower, in the insurance company. Such participation shall be
treated as an investment and shall be without any contingent liability for the NBFC.

The eligibility criteria for these NBFCs shall be as under:
(i) The CRAR of the NBFCs shall not be less than 15 per cent;

O

(i) The level of net NPA shall be not more than 5 per cent of tcigg} outstanding
leased/hire purchase assets and advances; Q)(b

O &

(\ O (1,
(iif) The NBFC shall have net profit for the last t@ og}rﬂnu%s years.
(\
o O\@
(1) Holding of equity by a promoter NBF \?1 Q?n nce company or participation
N\

Notes :

in any form in insurance business shgﬂ(\bea@ub to compliance with any rules and
regulations laid down by the IRDA&en%I Q&/ernment This will include compliance
with section 6AA of the Ins@ngg%qj_gabs amended by the IRDA Act, 1999, for
divestment of equity in &ceg@ oé@G per cent of the paid up capital within a

prescribed period of ti & %o(b
& Q>
(2) The ellglblllty’c %?aéﬁalﬂ%e reckoned with reference to the latest available

audited ban}%e@}ee&fB? thg)prewous year.

’b
A\
\$ @OO

<<\ &
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Annex XIllI
Guidelines on issue of Co-Branded Credit Cards

In order to strengthen the NBFC sector by allowing diversification of their area of

business, it has been decided to allow NBFCs, selectively, registered with the

Reserve Bank of India to issue co-branded credit cards with scheduled commercial

banks, without risk sharing, with prior approval of the Reserve Bank, for an initial

period of two years and a review thereafter. NBFCs fulfilling the following minimum
requirements are eligible to apply for issuance of co-branded credit car\(ﬁ(\g
(i) Minimum net owned fund of 100 crore; @Q
(i) The company shall have made net profit as p&@fg@ﬁ’\%ﬁﬁwears audited
accounts; Q} O §\Q}\ %flf
(iif) The percentage of net NPAs to net adva&@ei@‘ b\@ﬁBFC as per the last
audited balance sheet shall not be more ti@ﬁ 3\919 céhct)
(iv) The non-deposit-taking NBFCs (@QB@F@?ﬁlgs)oshall maintain a Leverage
Ratio of 7. While systemically imp@@@?hﬂ%grkée\gosit taking NBFCs (NBFCs-ND-
Sls) and deposit taking NBFCCS}@\&?_@?%QQ%II have CRAR of 15 per cent.
Q\&Q OQ/(OQC
2. In addition, the NBFCs sh\eil bg}éqg;&ed to adhere to the following stipulations:
(i) Operational Asg&?t\éb\K 0(&@

(a) The ro)eéb? tlrgégﬁlB)% ‘u-.pder the tie-up arrangement shall be limited only

to margeﬁn%?}d 8¢§rit)@(‘|l6n of the co-branded credit cards. The co-branded

cre{zlfc,a\,fésl\saéﬁg'géhk shall be subject to all the instructions / guidelines

S@J\g@%{&?&g@@emed regulatory authority.

,@%\%o@?énded credit card issuing bank shall be solely responsible for
fulﬁﬁlg@éof KYC requirements in respect of all co-branded cards issued
undepthe tie-up arrangement.

(c) The risks, if any, involved in co-branded credit cards business shall not
get transferred to the business of the NBFC;

(d) The co-branded credit card account shall be maintained by the customer
with the bank and all the payments by the co-branded card holders shall be

in the name of the bank; account if any maintained by the user with the
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NBFC shall not be debited for settlement of dues arising out of co-branded
credit card;
(e) The NBFC entering into tie-up shall be guided by the need to ensure
confidentiality of the customer's accounts. The co-branding NBFC shall not
reveal any information relating to customers obtained at the time of opening
the account and the co-branded credit card issuing bank shall not be
permitted to access any details of customers' accounts that may violate
NBFCs' secrecy obligations.
(f) The bank issuing the card shall put in place suitable mechanism for the
redressal of customer grievances. Customer complaints aris&g out of
deficiency in the credit card service shall be the responsibilitygﬁ‘?‘ue bank.
(g) Legal risk, if any, arising out of court cases, dangges,,@% shall be borne
by the issuing bank. @Q @OQQQ/

(i) Other Aspects Q}@é 6\’0 @?/

RN

.
(a) The NBFC shall have put in place g\géelgqés @Ofair practices code as
<

required in terms of these Directionsbqf\ ‘b& Q’\\
(b) The NBFC shall be adherin%}%i@%v‘v\o@ur Customer Guidelines and
X
provisions of Prevention of Mgn\%y(g@&n@@ing Act;
O AQ

(c) The NBFC shall be c@q’ﬁﬁpl}/%g Q&?other instructions and provisions of

RBI Act, 1934 to the {%@e‘érg\\t@p[iﬂﬁ)le to the NBFC concerned;

(d) The NBFC sh(gi}%o\@cﬁ/éﬁt%other terms and conditions as the Bank may

AN
specify in this @%?%@me to time.
EEX
&‘Q ,0"0 / ({/b
/
3. Further, the@erg'@&ogﬁoﬂé'ﬁe to be withdrawn with a notice period of 3 months
in the eveg(zbgefhy@ltﬁ;éi%ble / unhealthy operations coming to the notice of the
Bank$’\§Q N @ \60
° Y OO
’\((\.Q(b d
< x0
&b
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Annex XIV

Guidelines on Distribution of Mutual Fund Products by NBFCs
1. NBFCs, which desire to distribute mutual funds, shall be required to adhere to the

following stipulations:

(i) Operational Aspects

(a) The NBFC shall comply with the SEBI guidelines/ regulations, including its code
of conduct, for distribution of mutual fund products;

(b) the NBFC shall not adopt any restrictive practice of forcing its customers to go in
for a particular mutual fund product sponsored by it. Its customers shall be allowed to
exercise their own choice; \i§\

(c) the participation by the NBFCs customers in mutual fund prodg@‘é\is purely on a
voluntary basis and this information shall be stated in all pg% k\@ﬁ'@igﬁal distributed
by it in a prominent way. There shall be no 'linkage' %'iheré{mfecg)o indirect between

the provisions of financial services offered byé@%dQﬁ?Fg&\Qo its customers and
<

<
distribution of the mutual fund products; S ‘b& N
Q
(d) the NBFC shall only act as an Qg@ntgg?‘g&customers, forwarding their
N

applications for purchase/ sale of MF t@@t%é@?et&@}with the payment instruments, to
the Mutual Fund/ the Registrars/ t@%ﬁ\%q?_@%’ents. The purchase of units shall be
at the customers' risk and wﬂh@ﬁ\@\l/%’@ guaranteeing any assured return;
(e) the NBFC shall neithewﬁq@féu@@ of mutual funds from the secondary market
for sale to its custon@(sb, \r%\r gﬁgjll it buy back units of mutual funds from its
customers; &‘&% Q}‘%@ /M

N

&

(f) in case the [gBI/:%q,s hotding‘¢ustody of MF units on behalf of its customers, it shall
2

Oy
ensure th t(ibsg@n j sé@'énts and the investments belonging to its customers are
kept dj ﬁh\c m.gac er.
Pt YgeAgom gach
& &0

(ii) Other @2@?

(a) The NBF@Q}shaII have put in place a comprehensive Board approved policy
regarding undertaking mutual funds distribution. The services relating to the same
shall be offered to its customers in accordance with this policy. The policy will also
encompass issues of customer appropriateness and suitability as well as grievance
redressal mechanism. The code of conduct prescribed by SEBI, as amended from
time to time and as applicable, shall be complied with by NBFCs undertaking these

activities;
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(b) the NBFC shall be adhering to Know Your Customer (KYC) Guidelines and

provisions of Prevention of Money Laundering Act.
2. NBFCs shall comply with other terms and conditions as the Bank may specify in

this regard from time to time.
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Annex XV
Guidelines for Credit Default Swaps - NBFCs as users
Definitions The following definitions are used in these guidelines:
(i) Credit event payment — the amount which is payable by the credit protection seller
to the credit protection buyer under the terms of the credit derivative contract
following the occurrence of a credit event. The payment shall be only in the form of
physical settlement (payment of par in exchange for physical delivery of a deliverable
obligation).
(i) Underlying asset / obligation — The asset?* which a protection buyer iS@eeking to
hedge. (iii) Deliverable asset/ obligation — any obligation?® of the r@§rence entity
which shall be delivered, under the terms of the contract, ga i(&l)‘bevent occurs.
(Assets under (iii) above, will rank at least pari- pass%& J@o%%q’the underlying
obligation). 6\(0 (\9“
\(\

(iv) Reference obligation - the obligation?® use@% Ic%té‘te the amount payable
when a credit event occurs under the ter@% o§a @edlt derivative contract. [A

Q
reference obligation is relevant for obllgagmngwak@% to be cash settled (on a par-

less-recovery basis).] ’OQ Q)%@ &
N &>
& &
.&@ /7 6
» %
2. Operational requwements\ r S,(}%
a) A CDS contract shall r%fyr ect claim on the protection seller and shall be

explicitly referenced - @ p@ifl@kposure so that the extent of the cover is clearly

defined and mcon}’%v@@leﬁ }Q‘L
b) Other than tfion rotection buyer of premium in respect of the credit
) ng® xgaeifr{\@?@; p yer of p p

protectlon&)nt@g q&a&‘be irrevocable.

c) Th@é %’@II !@(bn@glause in the contract that shall allow the protection seller
unllatera‘ﬁ(/\f\qxq?:a@gel the credit cover or that would increase the effective cost of
cover as a re%@t of deteriorating credit quality in the hedged exposure.

d) The CDS contract shall be unconditional; there shall be no clause in the protection
contract outside the direct control of the NBFC that could prevent the protection
seller from being obliged to pay out in a timely manner in the event that the original

counterparty fails to make the payment(s) due.

2% Please refer to paragraph 2.4 of the circular IDMD.PCD.No. 5053 /14.03.04/2010-11 dated May 23, 2011.

% For the present, only deliverable obligation permitted in terms of guidelines on CDS vide circular IDMD.PCD.No. 5053
/14.03.04/2010-11 dated May 23, 2011.

% Please refer to paragraph 2.4 of the circular IDMD.PCD.No. 5053 /14.03.04/2010-11 dated May 23, 2011.
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e) The credit events specified by the contracting parties shall at a minimum cover:
(i) failure to pay the amounts due under terms of the underlying obligation that
are in effect at the time of such failure (with a grace period that is closely in
line with the grace period in the underlying obligation);
(i) bankruptcy, insolvency or inability of the obligor to pay its debts, or its
failure or admission in writing of its inability generally to pay its debts as they
become due, and analogous events; and
(iii) restructuring of the underlying obligation (as contemplated in the
guidelines on CDS issued vide Circular No.
IDMD.PCD.N0.5053/14.03.04/2010-11 dated May 23, 2011)@ involving
forgiveness or postponement of principal, interest or fees th@ib?esults in a

Q)’b

. . . O o
(iv) when the restructuring of the underlying obli aﬁn\g@n@eovered by the
CDS, but the other requirements in paragraph %\%r%@et dpartial recognition of

S
the CDS shall be allowed. If the amount 8}9%%&%&19 less than or equal to
the amount of the underlying oingatio&Q,%O%@%f@éeamount of the hedge can
be recognised as covered. If the a(gg&&@%?t\g@\CDS is larger than that of the
X
underlying obligation, then the@ﬁopoﬁ} gg@hgible hedge is capped at 60% of
9. AP
the amount of the underlying’obligation®
Q. OQ "OQ
L XL 0
f) If the CDS specifies d%@%r@g %@?gations that are different from the underlying
N
obligation, the resultagﬁ?ssg\&%sﬁ?atch shall be governed under paragraph (j).
XS

N
g) The CDS shall @t @%in te to expiration of any grace period required for a

credit loss event;

/
default on the und in (I\l ation to occur as a result of a failure to pay?’ .
gtﬂ Q{@l\ 9@\(% pay

&° SR
h) If@g’\é@ctg& %@r’s right/ability to transfer the underlying obligation to the
protectio&%%fé? '8Qequired for settlement, the terms of the underlying obligation
A\
shall provige ggﬁ’ any required consent to such transfer may not be unreasonably

withheld.

i) The identity of the parties responsible for determining whether a credit event has

occurred shall be clearly defined. This determination shall not be the sole

27 Definition of maturity — the maturity of the underlying exposure and the maturity of the hedge shall both be defined
conservatively. The effective maturity of the underlying shall be gauged as the longest possible remaining time before the
counterparty is scheduled to fulfill its obligation, taking into account any applicable grace period.
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responsibility of the protection seller. The protection buyer shall have the right/ability

to inform the protection seller of the occurrence of a credit event.

j) A mismatch between the underlying obligation and the reference obligation or
deliverable obligation is permissible if (1) the reference obligation or deliverable
obligation ranks paripassu with or is junior to the underlying obligation, and (2) the
underlying obligation and reference obligation or deliverable obligation share the
same obligor (i.e. the same legal entity) and legally enforceable cross default or

cross-acceleration clauses are in place.

(k) A mismatch between the underlying obligation and the obliggi;é\n used for
purposes of determining whether a credit event has occurregis %ﬁ?{lzs)sible if (1) the
latter obligation ranks paripassu with or is junior to the un&r@ @ljgation, and (2)
the underlying obligation and reference obligation sj%&eg@ same obligor (i.e. the

Q o
same legal entity) and legally enforceable cross—d@jéul&o\o c&Q@s acceleration clauses
are in place. @Qf\ ‘b& O’\\g
AR 20N

RN .
3. Treatment of exposures below n@‘fén%&y @%sholds Materiality thresholds on
2O NQ
payments below which no paymg@? is/%aqiz% the event of loss as per the CDS
contract, are equivalent to rs@‘%g\@fﬁr%@%ss positions and shall be assigned risk
weight of 667 per cent (1(/%@5*\@56 %Q)r(%inimum CRAR requirement for NBFCs is 15

per cent) for c I é?@@acy purpose by the protection buyer.
NS
/
%

& L
4. Pruden@t&eﬁtn@oﬁ(\%@'ﬁ-credit event In case the credit event payment is not
recei@\é@% tl&e}pg\nﬁi as stipulated in the CDS contract, the NBFC shall ignore
the cred@y&@%t'gpof the CDS and reckon the credit exposure on the underlying
asset and %\%rﬁ%in appropriate level of capital and provisions as warranted for the
exposure. On receipt of the credit event payment, (a) the underlying asset shall be
removed from the books if it has been delivered to the protection seller; or (b) the
book value of the underlying asset shall be reduced to the extent of credit event
payment received if the credit event payment does not fully cover the book value of
the underlying asset and appropriate provisions shall be maintained for the reduced

value.
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5. Capital Adequacy In terms of Non-Banking Financial Company —Non-Systemically
Important Non-Deposit taking Company (Reserve Bank) Directions, 2016 risk
weights for credit risk for corporate bonds held by NBFCs is 100 per cent. A CDS
contract creates a counterparty exposure on the protection seller on account of the
credit event payment. In case of hedging of the cash position by CDS, the exposure
shall be reckoned on the protection seller subject to the conditions mentioned in para
6 below. NBFCs shall calculate the counterparty credit risk charge for all bought
CDS positions as the sum of the current mark-to-market value, (if positive and zero,

if MTM is negative) and the potential future exposure.

&
6.1 Exposure to the underlying asset in respect of the hedged ;&%osure shall be

deemed to have been substituted by exposure to the proteéﬁ@b@:?f the following

3 . O
conditions are satisfied: Q}Q) 6{0 &

% oy
a. Operational requirements mentioned in @@a %@?eeacﬂsfied
<

b. There is no maturity mis-match %@%e{g\ﬁbﬂ@\\underlying asset and the

deliverable obligation. If this condition i(gg\f?oi@@tj@, then the amount of credit
X

protection to be recognised shall be Qqﬁppoéd @blndicated in paragraph 6.2 below.

O SO
In all other cases the exposure sth)dee/ &egg&?to be on the underlying asset.

$ O

X
6.2 Risk weights as ap%}}_;gblg@%\gﬁ?é‘)underlying assets shall be applied for the

6. Treatment of exposure to the protection seller

unprotected portion‘%%%g? re. The amount of credit protection shall be
adjusted if there afe‘ﬁ\\e&bél‘&niimatqus between the underlying asset/ obligation and
the deliverabl g\ / ({g@ t@% with regard to asset or maturity. These are dealt
with in detg'ﬁm th%fel)tb@ir@\)aragraphs.

X O A P

T P 0

6.3 Misrg@tg@é\ amount of credit protection shall be adjusted if there are any
mismatche%\%@%een the underlying asset/ obligation and the deliverable asset /
obligation with regard to asset or maturity.

(i) Asset mismatches: Asset mismatch will arise if the underlying asset is

different from the deliverable obligation. Protection shall be reckoned as

available to the NBFC only if the mismatched assets meet the requirements

specified in paragraph 2 (j) above.

(i) Maturity mismatches: The NBFC shall be eligible to reckon the amount of

protection if the maturity of the credit derivative contract were to be equal to
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the maturity of the underlying asset. If, however, the maturity of the CDS
contract is less than the maturity of the underlying asset, then it shall be
construed as a maturity mismatch. In case of maturity mismatch the amount
of protection shall be determined in the following manner:
a. If the residual maturity of the credit derivative product is less than three
months no protection shall be recognized.
b. If the residual maturity of the credit derivative contract is three months or
more protection proportional to the period for which it is available shall be
recognised.
When there is a maturity mismatch the following adjustment shall &e applied.
Pa = P x (t- .25) + (T- .25) Where: Pa = value of the credit protgéﬁ)n adjusted
for maturity mismatch P = credit protection t = min (T resid,Qa{R maturity of the
credit protection arrangement) expressed in ygq& \{\&CS@? (5, residual
maturity of the underlying exposure) express%’in‘ agg%(ample: Suppose
the underlying asset is a corporate bond&ﬁ%aot‘éog' e of ¥ 100 where the
residual maturity is of 5 years and theé@dig@\‘n@ﬁﬁrity of the CDS is 4 years.
The amount of credit protection is c‘g\ﬂ&@gﬁ@@nder: 100 * {(4-.25) + (5-.25)}
= 100%(3.75+ 4.75) = 78.95 c. Q\\&(beé@% @ual maturity of the CDS contract
reaches three months, p(o@ﬁ%DQ'gJ&QO be recognised.

KQ\&;&\OQ Q}%@é
6.4 NBFCs as users sh(abg@éd\{@cr’igﬂ? all the criteria required for transferring the
exposures fully to th‘e%ﬁatgc?qg&éller in terms of paragraph 6.1 above on an on-
going basis so as'fo‘\a qf%f&yi‘of aa@bsure relief on the underlying asset. In case any
of these crit§{9 /ia\'&@nogb%gtf&bsequently, the NBFC shall have to reckon the
exposure %dmg\ﬁn@rf\?\i%g'ésset. Therefore, NBFCs shall restrict the total exposure
to an é&%\%@Qn&(&iig@%at covered by way of CDS within an internal exposure
ceiling c@i%@%%@propriate by the Board of the NBFC in such a way that it shall
not breach@hg&qﬁgle / group borrower exposure limit prescribed by RBI. In case of
the event of any breach in the single / group borrower exposure limit, the entire
exposure in excess of the limit will be risk weighted at 667 per cent. In order to
ensure that consequent upon such a treatment, the NBFC shall not breach the
minimum capital requirement prescribed by RBI, it shall keep sufficient cushion in

capital in case it assumes exposures in excess of normal exposure limit.
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6.5 No netting of positive and negative marked-to-market values of the contracts with
the same counterparty shall be allowed for the purpose of complying with the

exposure norms.

7. General Provisions Requirements
For the CDS positions of NBFCs, they shall hold general provisions for gross positive

marked-to-market values of the CDS contracts.

8. Reporting Requirement:

On a quarterly basis, NBFCs shall report “total exposure” in all cases &here they
have assumed exposures against borrowers in excess of the norma@gle / group
exposure limits due to the credit protections obtained by théin@through CDS,
guarantees or any other permitted instruments of credit riqft@%%/%% the Regional

O
Office of Department of Supervision where they are reﬁst%&j. &
< .
9. NBFCs shall also disclose in their notes t&éﬁc{g@‘ﬁt@‘ﬁ)alance sheet the details
given in annex below: 9\0 @Q)‘ O®
@ S
o) O Annex
. XS Q0 —_
Format of Disclosure to %mag m@% Annual Financial Statements
('\\& O Q_’.é
S P (X crore)

1. [No. of transagt}@"s' sgfﬁgéﬁé year

2. |Amount of ,p_ﬁ?egﬂbﬁ,tgg@éht during the year

3. |No. of K@Ya%ﬁs thene;)credit event payment
was recéivett dusing thelyear

a)é,‘per;tq@ﬁng(@}é(ﬁ%t year's transactions

'15\)‘ r\@‘t‘éh’@%‘tq'ﬁévious year(s)' transactions

’ga.h&ﬁg;ﬂﬁ’nsactions as on March 31

3) (l\@e\)‘.'p@%nsactions

5)/Antount of protection

Netincome / profit (expenditure / loss) in respect
ofCDS transactions during year-to-date

a) |premium paid

b) [Credit event payments received (net of value
of deliverable obligation).

k22

%

o
A\
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Annex XVII

Guidelines on Private Placement of NCDs (maturity more than 1 year) by

NBFCs

1. NBFCs shall put in place a Board approved policy for resource planning which,

inter-alia, shall cover the planning horizon and the periodicity of private placement.

2. The issues shall be governed by the following instructions:

vi.

&\

The minimum subscription per investor shall be 320,000 (Rupees Twenty
thousand);

The issuance of private placement of NCDs shall be in i\@@separate
categories, those with a maximum subscription of less %1 crore and
those with a minimum subscription of %1 crore a@ab@e investor;

o
There shall be a limit of 200 subscrlbers &»r %%ry%anmal year, for
)

issuance of NCDs with a maximum sub%& tl® of&és than X1 crore, and
such subscription shall be fully secur@é} @O

AN

There shall be no limit on th%ef?u@@er\ép subscribers in respect of
issuances with a minimum sq&cnp\lo\nb’%?ﬂ crore and above; the option
to create security in favo\@ o{%@?osé&\;ers shall be with the issuers. Such
unsecured debentu Qéhslf’ notybe treated as public deposits as defined
in these DlreCtIO[{é (}\ Q)"b

An NBFC sl@b?@ d@géntures only for deployment of funds on its own
balance etﬁd tft_-? facilitate resource requests of group entities /
parent/(:om s@g‘ ates.

A&@?@% Qalb\%bt extend loans against the security of its own
e@mt SQSUed either by way of private placement or public issue).

3. Tax exe@St ,@st offered by NBFCs are exempted from the applicability of the

circular.

4. For NCDs of maturity upto one year, guidelines on Issuance of Non-Convertible
Debentures (Reserve Bank) Directions, 2010, dated June 23, 2010, by Internal Debt
Management Department, RBI shall be applicable.

178



Annex XVIII
Early Recognition of Financial Distress, Prompt Steps for Resolution and
Fair Recovery for Lenders: Framework for Revitalising Distressed Assets in
the Economy

1. Corrective Action Plan to arrest increasing NPAs
1.1 Early Recognition of Stress and Reporting to Central Repository of
Information on Large Credits (CRILC) S
1.1.1 Every NBFC shall recognise incipient stress in loan accounts, i&fgﬁediately on
default?®, by classifying such assets as special mention ac%)untngT\/IA) as per the
following categories: @0(@
Basis for classification - P%@b Q@orcbnferest

SMA Sub-
) payment or any other ar@u%&\rhe@ or partly
categories \@d \ \K
& %&B@\O
SMA-0 |Upto 30 days .
P ¥ P20

SMA-1  [More than 30 da&%nd@ptq}ﬁb days
SMA-2 |More than 6%6‘3ys‘éﬁd@-§’[o 180 days
Q\ o\\ @V
YR
1.1.2 The Reserve Bank (g@hd{@cha@?et up a Central Repository of Information on

Large Credits (CRILC cé%cb’lstore and disseminate credit data to lenders as
advised by the Baﬁ CWcu,Iéb No. DBS.No.OSMOS. 9862/33.01.018/2013-14
dated February 13A Azﬁ%sdé% by the Department of Banking Supervision. All
NBFCs, (l\é@\? E‘ s, fbr short) shall be required to report the relevant credit
mforrgﬁé\ Qﬁ)a cﬁraQé'Py basis in the enclosed formats given in Annex | to CRILC
once the\(%\%%(\r%@ﬂng mechanism is established. Till then they shall forward the
|nformat|on<<t ,IS%GM Department of Banking Supervision, Reserve Bank of India,
World Trade Centre Mumbai - 400 005 in hard copy. The data includes credit

information on all the borrowers having aggregate fund-based and non-fund based

exposure of ¥ 5 crore and above with them and the SMA status of the borrower. The
Notified NBFCs shall be ready with the correct PAN details of their borrowers having

28 ‘Default’ means non-payment of debt (as defined under the IBC) when whole or any part or instalment of the
debt has become due and payable and is not paid by the debtor or the corporate debtor, as the case may be.
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fund based and/ or non-fund based exposure of %5 crore and above duly

authenticated from Income Tax records.

1.1.3 Individual notified NBFCs shall closely monitor the accounts reported as SMA-
1 or SMA-0 as these are the early warning signs of weaknesses in the account. They
shall take up the issue with the borrower with a view to rectifying the deficiencies at
the earliest. However, as soon as an account is reported as SMA-2 by one or more
lending banks/ notified NBFCs, this will trigger the mandatory formation of a Joint
Lenders' Forum (JLF) and formulation of Corrective Action Plan (CAP) (Annex-B) as
envisioned in Para 2.3 of the Framework. Notified NBFCs must put in place a proper
Management Information and Reporting System so that any account hay(i\(rg principal
or interest overdue for more than 60 days gets reported as SMA-2 (&q*\the 61st day
itself in the format given in Annex Il in hard copy to PCGMbDep\Q?R'pgnt of Banking
Supervision, Reserve Bank of India, World Trade Centr%fﬁlu@ak&qﬁo 005. NBFCs

shall endeavour to put in place an XBRL reporting fr%ﬁ}e\%@s a(&fhe earliest.
QQ s\ x\

1.2 Accelerated Provisioning Q Q\

1.2.1 In cases where NBFCs fail to repogogw& lgf)&; of the accounts to CRILC or
resort to methods with the intent t%Qgr@%%l g%(bactual status of the accounts or
evergreen the account, NBFCs&@ffaII )o%g@bjected to accelerated provisioning for
these accounts and / or othqgs #ﬂ/ actions as deemed appropriate by RBI.

The current provisio %dcg’n\@\ and the revised accelerated provisioning in
respect of such non\g\e§n@ng@&0unts are as under:

y; Revised
$(\ \(\Q’ Q ]f’erlod as Current accelerated
&%sga(t\ QO§ NPA *provisioning | provisioning (%)
@ S {&)m @8 NPA For (%) for banks and
RO A
& {\rz}(\ GO NBFCs NBFCs proposed for
N QO
< & NBFCs
Sub- standard | Up to 6 No change

(secured) months

6 6 months | For secured 25
months | to 1 and |and unsecured
to 1 half year 10
year
Sub-standard | Up to 6 -- 25
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(unsecured | months --
ab-initio) 6 6 months 10 40

months | to 1 and

to 1 half year

year 6 months 10
to 1 and
half year
Doubtful | 2nd Upto One 20 40 (secured
year year portion)
(secured
portion)
Up to one 100 100 (unse@h%d
year por’fb %
(unsecured
portion) \@é 6\(0 ,-oﬂ

1-3 years | 30 for %@ﬁre@\ Q@ NBFCs the
por%em a@ﬁ (%@ above may be

\qu’ adopted i.e. 40 and
& o rxgér? 100
P
Doubtful Il | 3rd & Mo@ha@jﬂ 100 for 100 for both
4th year|. ree unsecured secured and
ST .
& a@aQr)sb@ portion and 50 | unsecured portions
XS
2 Q‘\K@ (&@ for secured
L0 i
/ﬁ(.\\c, @ ) - portion
Doubtful T ~ s J 100
RSN

S @ 0@@8}&
TSRS
1.2. Z@f}\%@%né@f tt{:?enders who have agreed to the restructuring decision under
the CAP@ Q@@@ls a signatory to the Inter Creditor Agreement (ICA) and Debtor
Creditor Ag\géent (DCA), but changes their stance later on, or delays / refuses to

implement the package, shall also be subjected to accelerated provisioning

requirement as indicated above, on their exposure to this borrower i.e., if it is
classified as an NPA. If the account is standard in those lenders' books, the
provisioning requirement would be 5 per cent. Further, any such backtracking by a
lender might attract negative supervisory view during Supervisory Review and

Evaluation Process.
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1.2.3 Presently, asset classification is based on record of recovery at individual
NBFCs and provisioning is based on asset classification status at the level of each
NBFCs. However, if lenders fail to convene the JLF or fail to agree upon a common
CAP within the stipulated time frame, the account shall be subjected to accelerated
provisioning as indicated above, if it is classified as an NPA. If the account is

standard in those lenders' books, the provisioning requirement would be 5 per cent.

1.3 Non-Co-operative borrowers

1.3.1 All Notified NBFCs shall identify "non-co-operative borrowers". A "non-co-
operative borrower" is defined as one who does not provide necessary (i,gformation
required by a lender to assess its financial health even after 2 remingé)g; or denies
access to securities etc. as per terms of sanction or doeg not(\ ;Q)%bply with other
terms of loan agreements within stipulated period; or is h&t@@n@’ﬁerenﬂ in denial
mode to negotiate with the NBFC on repayment isg)%; 8(21)@53 for time by giving
false impression that some solution is on horizon'{@ regb%é@vexatious tactics such
as litigation to thwart timely resolution of the@@%r{g@k {he lender/s. The borrowers
shall be given 30 days' notice to clarify ;gg\? ggg?d\gé%re their names are reported

. S @
as non-cooperative borrowers. 7 &S
O(\ S N

1.3.2 With a view to discouragirg,’%o/r@%q@%efaulters from being unreasonable
and non-cooperative with I(i@é'sf\o% %I@r bonafide resolution/ recovery efforts,
NBFCs shall classify su%lg@b,ci{@swqe)@(bas non-cooperative borrowers, after giving
them due notice if sa%%c@&&@ications are not furnished. Notified NBFCs shall
be required to repﬁ%l&qgi&fi%aﬁom@‘ such borrowers to CRILC. Further, NBFCs shall
be required éc(\rﬁ@@ I@%qr/?agccelerated provisioning in respect of new loans/
exposures&@sbu&\ E)@ﬁ%\&@% as also new loans/ exposures to any other company
prom@\%ﬁu%@%@ters/ directors or to a company on whose board any of the
promote@dg\é\to&&f this non-cooperative borrower is a director. The provisioning
applicable%\%ﬁ cases shall be at the rate of 5 per cent if it is a standard account
and accelerated provisioning, if it is an NPA. This is a prudential measure since the
expected losses on exposures to such non-cooperative borrowers are likely to be

higher.

2. Board Oversight
2.1 The Board of Directors of NBFCs shall take all necessary steps to arrest the

deteriorating asset quality in their books and shall focus on improving the credit risk
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management system. Early recognition of problems in asset quality and resolution
envisaged in the Framework requires the lenders to be proactive and make use of
CRILC as soon as it becomes functional.

2.2 Boards shall ensure that a policy is put in place for timely provision of credit
information to and access to credit information from CRILC, prompt formation of

JLFs, monitoring the progress of JLFs and periodical review of the above policy.

3. Credit Risk Management

3.1 Notified NBFCs shall carry out their independent and objective credit appraisal in
all cases of lending and must not depend on credit appraisal reports p&epared by
outside consultants, especially the in-house consultants of the borrowiggoentity. They
shall carry out sensitivity tests/ scenario analysis, esp%cially%gf infrastructure
projects, which shall, inter alia, include project delays and@s@g@%. This will aid
in taking a view on viability of the project at the tin;)%\% g&ld(\l@g Corrective Action
Plan (CAP). NBFCs shall ascertain the source an&‘éu%@é&é&uity capital brought in
by the promoters / shareholders. Multiple Ié@%rgzgﬂﬁg(’)éspecially, in infrastructure
projects, is a matter of concern as it effec@/\%xé%m\eﬁf\ages the financial ratios such
as Debt/ Equity ratio, leading to a@‘&'(g%éelg}‘é\én of the borrowers. Therefore,
NBFCs shall ensure at the time‘oﬁeé‘gd/i&%ng&?al that debt of the parent company is
not infused as equity capital oﬁm\ﬁe‘g@sig’@%/ SPV.

3.2 While carrying out th%é%d@%@(gal, notified NBFCs shall verify as to whether
the names of any of ;I%(ﬁirgc%%(& the companies appear in the list of defaulters by
way of reference tdsﬁ\ izf’)&AN étc(.L‘P-iurther, in case of any doubt arising on account of
identical na%@,/,wc%’bé\%\ﬁﬁjse independent sources for confirmation of the
identity of 81%%&% @thé\r@ {h’én seeking declaration from the borrowing company.

3.3 In@g&‘é\itig&ob@ éa}'k)ﬁle, notified NBFCs shall with a view to ensuring proper end-
use of f@s@% 8@venting diversion/ siphoning of funds by the borrowers, NBFCs
could conéfd?cab@gﬁgaging their own auditors for such specific certification purpose
without relying on certification given by borrower's auditors. However, this cannot

substitute NBFC's basic minimum own diligence in the matter.
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Annex A
SMA-0 Signs of Stress
lllustrative list of signs of stress for categorising an account as SMA-0:
1. Delay of 90 days or more in (a) submission of stock statement/ other stipulated
operating control statements or (b) credit monitoring or financial statements or (c)
non-renewal of facilities based on audited financials.
2. Actual sales / operating profits falling short of projections accepted for loan
sanction by 40% or more; or a single event of non-cooperation/ prev%gtion from
conduct of stock audits by NBFCs or evidence of diversion of funds Lgb%napproved

o be(b

3. Return of 3 or more cheques (or electronic debit instruc@n@%s@&" by borrowers
in 30 days on grounds of non-availability of balance/@%@ingﬁe(a@@ount or return of 3
or more bills/ cheques discounted or sent under i@cgq}?{\%&’q@e borrower.
4. Devolvement of Deferred Payment Guarag@ Mstalments or invocation of
Bank Guarantees (BGs) and its non-paynﬁ&@ﬁ%@\days.
5. Third request for extension of timeO @]@nepgér Qg@étion or perfection of securities as

purpose.

: <
against time specified in original@é}nc}ﬁm s or for compliance with any other
terms and conditions of sanct{®§%o° %66
6. The borrower reporting s}%s\s@c(t%@gusiness and financials.

7. Promoter(s) pled‘g,lo@ 83 |%[, eir shares in the borrower company due to
N7 X
financial stress. A8 (o2 7 (ib
/ @ (\A(LQ
NRNFSIRCY
Q& Q O((\ &'\
M N O @
Form %\Q\qﬁlo@ I_C)Qn\%ers Forum (JLF)

Annex B
O

Notified~@‘F{Qb(\36@advised that as soon as an account is reported by any of the
lenders to%\%kgg’ as SMA-2, they shall mandatorily form a committee to be called
Joint Lenders’ Forum (JLF) if the aggregate exposure (AE) [fund based and non-fund
based taken together] of lenders in that account is ¥ 100 crore and above. Lenders
also have the option of forming a JLF even when the AE in an account is less than
%100 crore and/or when the account is reported as SMA-0 or SMA-1.

1.2 While the existing Consortium Arrangement for consortium accounts shall serve
as JLF with the Consortium Leader as convener, for accounts under Multiple

Banking Arrangements (MBA), the lender with the highest AE shall convene JLF at
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the earliest and facilitate exchange of credit information on the account. In case
there are multiple consortium of lenders for a borrower (e.g. separate consortium for
working capital and term loans), the lender with the highest AE will convene the JLF.
1.3 It is possible that a borrower may request the lender/s, with substantiated
grounds, for formation of a JLF on account of imminent stress. When such a request
is received by a lender, the account shall be reported to CRILC as SMA-0, and the
lenders shall also form the JLF immediately if the AE is 100 crore and above. It is,
however, clarified that for the present, JLF formation is optional in other cases of
SMA-0 reporting.
1.4 All the lenders shall formulate and sign an Agreement (which may be_.called JLF
agreement) incorporating the broad rules for the functioning of the JgES.\The Indian
Banks’ Association (IBA) would prepare a Master JLF agreemelﬁ)@nd operational
QO
guidelines for JLF which could be adopted by all Ienderg eéﬂ(li@%ll explore the
possibility of the borrower setting right the irregularit'pgglwg&n(e\gses in the account.
%) .
The JLF may invite representatives of the K@ng@%@@ Government/Project
authorities/Local authorities, if they have a r@o@ﬁ'n{b&% @b?ementation of the project
financed. %\Q @Q)‘ O®
7 XX
1.5 While JLF formation and subsqu&]tgbﬂr%@/e actions shall be mandatory in
O LD
accounts having AE of ¥ 100 croréq,’%ng%qg@%n other cases also the lenders shall
have to monitor the asset @;ﬁty\cﬁ‘os@? and take corrective action for effective
: e P
resolution as deemed appr: w@.
{0 Q\ \@
>

. L o

9 X2 9
2.Corrective Actién P (Q‘A(P (@ JLF

/
2.1 The JLF may %@Iogbs\ari&s options to resolve the stress in the account. The
. AR é(\ s . . . .
intention |8@lo£® 8) o%(é};e a particular resolution option, e.g. restructuring or
recov&gﬁs\%@efo 0@“/0@ an early and feasible solution to preserve the economic
value Of‘@.kk eg@ig assets as well as the lenders’ loans. The options under CAP
N

by the JLF%hgigg’enerany include:
(a) Rectification - Obtaining a specific commitment from the borrower to regularise
the account so that the account comes out of SMA status or does not slip into the
NPA category. The commitment shall be supported with identifiable cash flows within
the required time period and without involving any loss or sacrifice on the part of the
existing lenders. If the existing promoters are not in a position to bring in additional
money or take any measures to regularise the account, the possibility of getting

some other equity/strategic investors to the company may be explored by the JLF in
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consultation with the borrower. These measures are intended to turn-around the
entity/company without any change in terms and conditions of the loan. The JLF may
also consider providing need based additional finance to the borrower, if considered
necessary, as part of the rectification process. However, it shall be strictly ensured
that additional financing is not provided with a view to ever-greening the account.

(b) Restructuring - Consider the possibility of restructuring the account if it is prima
facie viable and there is no diversion of funds, fraud or malfeasance, etc. At this
stage, commitment from promoters for extending their personal guarantees along
with their net worth statement supported by copies of legal titles to assets may be
obtained along with a declaration that they shall not undertake any tran%gction that
shall alienate assets without the permission of the JLF. Any devigilgn from the
commitment by the borrowers affecting the security/recovegabilityfb?the loans may
be treated as a valid factor for initiating recovery procé\ssﬁéﬁ’\@% action to be
sustainable, the lenders in the JLF may sign an Inte@%@reg%r(@greement (ICA) and
also require the borrower to sign the Debtor Creﬁ@%ré@ﬁ'\egﬁ%nt (DCA) which shall
provide the legal basis for any restructurir&)gfbr@s%\‘%he formats used by the
Corporate Debt Restructuring (CDR) '@Qg@%n\b@r ICA and DCA could be
considered, if necessary with approef\%(?%@ﬁwa\g’g%s. Further, a ‘stand still’ clause
could be stipulated in the DCA éq’;\gn}a@%@?sqmooth process of restructuring. The
‘stand-still’ clause does notﬁ@%a@%%@%e borrower is precluded from making
payments to the Iender(sbé\@rh\gacfgé@?nay also stipulate that both secured and
unsecured creditors ngﬁt&é&@@@b the final resolution.

(c) Recovery - Oﬁc\%\ k@z&f&s{ tw@)options at (a) and (b) above are seen as not
feasible, due @r@:gsy\ga/ ;@é\%s&gnay be resorted to. The JLF may decide the best
recovery p&&egﬂoée%é@'v\ved, among the various legal and other recovery options
availa@’s{?\%@@a cv)\‘@w cJ){))\%ptimising the efforts and results.

2.2 The~@qi\g§sb£areed upon by a minimum of 75 per cent of creditors by value
and 60 pegc%vg%f creditors by number in the JLF shall be considered as the basis
for proceeding with the restructuring of the account, and shall be binding on all
lenders under the terms of the ICA. However, if the JLF decides to proceed with
recovery, the minimum criteria for binding decision, if any, under any relevant
laws/Acts would be applicable.

2.3 The JLF is required to arrive at an agreement on the option to be adopted for
CAP within 30 days from (i) the date of an account being reported as SMA-2 by one

or more lender, or (ii) receipt of request from the borrower to form a JLF, with
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substantiated grounds, if it senses imminent stress. The JLF shall sign off the
detailed final CAP within the next 30 days from the date of arriving at such an
agreement.

2.4 If the JLF decides on options 2.1 (a) or (b), but the account fails to perform as
per the agreed terms under option (a) or (b), the JLF shall initiate recovery under

option 2.1 (c).

3. Restructuring Process

3.1 RBI's extant prudential guidelines on restructuring of advances lay down detailed
methodology and norms for restructuring of advances under individual as well as
multiple/ consortium arrangements. Corporate Debt Restructuring (CD@Qmechanism
is an institutional framework for restructuring of multiple/ gonso&ﬁ}?{g advances of
banks and NBFCs where even creditors who are not pag@‘f\ﬁeﬁ%@em can join by
signing transaction to transaction based agreements.,&@ 6\’0 &°

3.2 If the JLF decides restructuring of the accoun«@g)%e\g,@ﬁall have the option of
either referring the account to CDR Cell afterq)@fae%s\ﬁb@é' restructure is taken under
para 2.1 as indicated above or restru%?e{@%‘@e independent of the CDR

N
mechanism. A\ QK NG
RN
3.3 Restructuring by JLF C?O Qg’ QQ
. Q" <&

3.3.1 If the JLF decides t@e&@ctg@éan account independent of the CDR
mechanism, the JLF sha(lblggér@cdgéq}?e detailed Techno-Economic Viability (TEV)
study, and if found vj@y &Qgi(so@@he restructuring package within 30 days from the
date of signing off'ﬂq\@\f' %C as“;h]entioned in paragraph 2.3 above.

3.3.2 For ag@fr@ wigb(\%l'-_fl%f less than %500 crore, the above-mentioned
restructuri@bpgeﬁa%cs@%ﬂhbe approved by the JLF and conveyed by the lenders to
the borx \g@%t@@thc@%xt 15 days for implementation.

3.3.3 Fcﬁ%‘c@(ﬁn&sqvith AE of %¥500 crore and above, the above-mentioned TEV
study and ?e\sg@%turing package shall have to be subjected to an evaluation by an
Independent Evaluation Committee (IEC) of experts fulfilling certain eligibility
conditions. The IEC will look into the viability aspects after ensuring that the terms of
restructuring are fair to the lenders. The IEC shall be required to give their
recommendation in these cases to the JLF within a period of 30 days. Thereafter,
considering the views of IEC if the JLF decides to go ahead with the restructuring,

the restructuring package including all terms and conditions as mutually agreed upon
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between the lenders and borrower, shall have to be approved by all the lenders and
communicated to the borrower within next 15 days for implementation.
3.3.4 Asset Classification benefit as applicable under the extant guidelines shall
accrue to such restructured accounts as if they were restructured under CDR
mechanism. For this purpose, the asset classification of the account as on the date
of formation of JLF shall be taken into account.
3.3.5 The above-mentioned time limits are maximum permitted time periods and the
JLF shall try to arrive at a restructuring package as soon as possible in cases of
simple restructuring.
3.3.6 Restructuring cases shall be taken up by the JLF only in respec&of assets
reported as Standard, SMA or Sub-Standard by one or more Iend?\ié\of the JLF.
While generally no account classified as doubtful shall be c%nsidg;%@ by the JLF for
restructuring, in cases where a small portion of debt is q§\u iél:%e account is
standard/sub-standard in the books of at least 9%%®0f6%%®rs (by value), the
account shall then be considered under JLF for r(ig%u%h%%’\\o
3.3.7 The viability of the account shall b@@f}j%@? ined by the JLF based on
acceptable viability benchmarks determi{r&g@@%@IIIustrativer, the parameters
may include the Debt Equity Ratio, Qé@t %@vi@é\éoverage Ratio, Liquidity/Current
Ratio and the amount of provisis;n@c};}?u}@giq.ﬁ% of the diminution in the fair value of
the restructured advance, etc{®§&rst&\®?, %Q_,QQLF may consider the benchmarks for the
viability parameters ado \,{Q)g’\’tql)@ CDR mechanism as mentioned in these
Directions and adopt tg%ys%m%%@ suitable adjustments taking into account the fact
that different sectoﬁs\%f t;b% e o’noﬁﬁy have different performance indicators.
/ @ (\& (19

& ¥ o
3.4 Restng@t] ing I@é?ge\a‘by the JLF to the CDR Cell
341&&@@%‘8’6%@% to refer the account to CDR Cell after a decision to
restructt@[s(@zeggnder para 2.1, the following procedure shall be followed.
3.4.2 As tﬁ%\gg}%minary viability of account has already been decided by the JLF,
CDR Cell shall directly prepare the Techno-Economic Viability (TEV) study and
restructuring plan in consultation with JLF within 30 days from the date of reference
to it by the JLF.
3.4.3 For accounts with AE of less than %500 crore, the above-mentioned
restructuring package shall be submitted to CDR Empowered Group (EG) for
approval. Under extant instructions, CDR EG can approve or suggest modifications

but ensure that a final decision is taken within a total period of 90 days, which can be
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extended up to a maximum of 180 days from the date of reference to CDR Caell.
However, the cases referred to CDR Cell by JLF shall have to be finally decided by
the CDR EG within the next 30 days. If approved by CDR EG, the restructuring
package shall be approved by all lenders and conveyed to the borrower within the
next 30 days for implementation.

3.4.4 For accounts with AE of ¥500 crore and above, the TEV study and
restructuring package prepared by CDR Cell shall have to be subjected to an
evaluation by an Independent Evaluation Committee (IEC) of experts. As stated in
paragraph 3.3.3, composition and other details of the IEC would be communicated
separately by IBA to banks. The IEC shall look into the viability as&ects after
ensuring that the terms of restructuring are fair to the lenders. ThgllgC shall be
required to give their recommendation in these aspects to th CDR@%II under advice
to JLF within a period of 30 days. Thereafter, consideringfgﬁ\e\g&%\@%EC if the JLF
decides to go ahead with the restructuring, the same@,g@allg(é cgg‘«municated to CDR
Cell and CDR Cell shall submit the restructuringﬁ@éc@g @%DR EG within a total
period of 7 days from receiving the views o%lgb(b@ll‘e@éﬁ’er, CDR EG shall decide
on the approval/modification/rejection wi}bbjﬁ)i*@qﬁe\@o days. If approved by CDR
EG, the restructuring package shall bg%%%@%/eg’é} all lenders and conveyed to the

o,

- &)
borrower within the next 30 days @w\np%mqﬁglon.

) 7
KQ\&;&\OQ Q}%@é

4. Other Issueleonditigba}QRgéfTQ’&o Restructuring by JLF/CDR Cell

4.1 Both under JLE%&%@CQ%(&eChanism, the restructuring package shall also
stipulate the timelfﬁg\ \g Whieﬁbcertain viability milestones (e.g. improvement in
certain financial @@g@gf&%ﬂod of time, say, 6 months or 1 year and so on)
would be&%%‘r@@) '8\1'(} JLF must periodically review the account for
achie&iﬁ%\g&ﬁbr&)@h&@ament of milestones and shall consider initiating suitable
measure\ﬁi\lr](i@ﬁir@%covery measures as deemed appropriate.

4.2 Restrtfglg@% whether under JLF or CDR is to be completed within the specified
time periods. The JLF and CDR Cell shall optimally utilise the specified time periods
so that the aggregate time limit is not breached under any mode of restructuring. If
the JLF/CDR takes a shorter time for an activity as against the prescribed limit, then
it can have the discretion to utilise the saved time for other activities provided the
aggregate time limit is not breached.

4.3 The general principle of restructuring shall be that the shareholders bear the first

loss rather than the debt holders. With this principle in view and also to ensure more
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‘skin in the game’ of promoters, JLF/CDR may consider the following options when a
loan is restructured:

* Possibility of transferring equity of the company by promoters to the lenders to
compensate for their sacrifices;

» Promoters infusing more equity into their companies;

» Transfer of the promoters’ holdings to a security trustee or an escrow arrangement
till turnaround of company. This shall enable a change in management control,
should lenders favour it.

4.4 In case a borrower has undertaken diversification or expansion of the activities
which has resulted in the stress on the core-business of the group, a clalége for sale
of non-core assets or other assets shall be stipulated as a condition @ﬁstructuring
the account, if under the TEV study the account is likely to gecog,@%iable on hiving
off of non-core activities and other assets. @Q @O Q‘L

4.5 For restructuring of dues in respect of listed compg%e%%rk\dgrs shall be ab-initio
compensated for their loss/sacrifice (diminution Q@Qr/ %q}%é@account in net present
value terms) by way of issuance of equities@qﬁh@‘o@%ny upfront, subject to the
extant regulations and statutory require@%n{tg@l‘r\b%\uch cases, the restructuring
agreement shall not incorporate any((\%(%poéf r@mpense clause. However, if the
lenders’ sacrifice is not fully com%qﬁéoa}&'@bqﬁgy of issuance of equities, the right of
recompense clause may beﬁ@%cg@%ra%@?to the extent of shortfall. For unlisted
companies, the JLF shall(bb;%e@fi\%ﬁ%b? either getting equities issued or incorporate
suitable ‘right to reco‘néﬁn%{g@g@e.

4.6 In order to dfs\% @1 the pgbferential security interest available to secured
lenders, parti yﬁg@urgg@(\lgr?d%rs and unsecured lenders, the JLF/CDR could
consider vg&)tgs@)@né\lélé\

. Pri%&&%\&q&h%@} icn)\d%e ICA among the above classes of lenders regarding
repaymeﬁfﬁ,ga?, SQ)er an agreed waterfall mechanism;

A structufézl&aég’eement stipulating priority of secured creditors;

» Appropriation of repayment proceeds among secured, partially secured and
unsecured lenders in certain pre-agreed proportion.

The above is only an illustrative list and the JLF may decide on a mutually agreed
option. It also needs to be emphasised that while one lender may have a better
security interest when it comes to one borrower, the case may be vice versa in the
case of another borrower. So, it shall be beneficial if lenders appreciate the concerns

of fellow lenders and arrive at a mutually agreed option with a view to preserving the
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economic value of assets. Once an option is agreed upon, the lender having the
largest exposure may take the lead in ensuring distribution according to agreed
terms once the restructuring package is implemented.

4.7 As regards prudential norms and operational details, RBI's guidelines on CDR
Mechanism, shall be applicable to the extent that they are not inconsistent with these

guidelines.

5. Prudential Norms on Asset Classification and Provisioning

5.1 While a restructuring proposal is under consideration by the JLF/ CDR, the usual
asset classification norm would continue to apply. The process of re—clas%fication of
an asset shall not stop merely because restructuring proposal is unde&@nsideration
by the JLF/CDR. N °

5.2 However, as an incentive for quick implementation oﬁ\@@?ﬂng package,
the special asset classification benefit on restructlgg% %K’Zac(c\@unts as per extant
instructions would be available for accounts undeﬁ@«e&f&% e;thructuring under these
guidelines, subject to adherence to the overa&&%&%‘n‘@ﬁ)r approval of restructuring
package detailed in paragraphs 3.3 ar‘@o\g@?gb@ and implementation of the
approved package within 90 days fro@%(be%éte@(é\approval. The asset classification
status as on the date of forma{ti%rq’;\g‘/ﬁ% Qﬁ%% be the relevant date to decide the
asset classification status K@\&t‘g@ﬁ\agﬁ&nt after implementation of the final
restructuring package. A%cgﬁv.i\geﬁ \thP{k?BFCs, in these Directions, the special asset
classification benefit ag%&y@%@f however be withdrawn for all restructurings with
effect from April 1:@5\ \it thechception of provisions related to changes in Date

/
of Commenc&men{(@‘ C@\me(ﬂgal Operations (DCCO) in respect of infrastructure

and non-ir&&%@tuﬁ%@@loans.

53A ’ﬁ r \ere adherence to the proposals made in these guidelines as

e Magfrg ous prop 9

also to~{fﬁp
NI

sts\(g@mentives on borrowers for not maintaining credit discipline,
accelerategp&@isioning norms (as detailed in the guidelines) are being introduced.
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Annex XIX

Directions on Managing Risks and Code of Conduct in Outsourcing of

Financial Services by NBFCs

1. Introduction

1.1 'Outsourcing' is defined as the NBFC'’s use of a third party (either an affiliated
entity within a corporate group or an entity that is external to the corporate group) to
perform activities on a continuing basis that would normally be undq&@%an by the
NBFC itself, now or in the future. fb’bo

‘Continuing basis' includes agreements for a limited period(bo6 éoog({’b

1.2 NBFCs have been outsourcing various activiti ang \érg?wrence exposed to
various risks as detailed in para 5.3. Further, t%@%g\t&%uc@ﬁ activities are to be
brought within regulatory purview to a) protgs% Q{G mL&Est of the customers of
NBFCs and b) to ensure that the NBFC cweéeﬁﬁ)(sbd @Nd the Reserve Bank of India
have access to all relevant books, reu:&%%@%ckﬁ?ormation available with service
provider. Typically outsourced fing |Q.Q$% s include applications processing
(loan origination, credit car%\*%i%quﬁq%@ processing, marketing and research,
supervision of loans, data@&o&é%si@%and back office related activities, besides
others. Q(b \Q\K Of&@

1.3 Some key&*ﬁ%?gbé% ,oou}ao}lrcing are Strategic Risk, Reputation Risk,
Compliance Riosk,/ Qg at«2§h Iqﬁisk, Legal Risk, Exit Strategy Risk, Counterparty
Risk, Cour;\t‘gy$ R\(ﬁ§ 8&%{38&@ Risk, Access Risk, Concentration and Systemic
Risk.\g{@ a\g 0\% a\ﬁice provider in providing a specified service, a breach in
securi y[\g@fi@ti{[ﬁy’, or non-compliance with legal and regulatory requirements by
the servicé(brc%@er can lead to financial losses or loss of reputation for the NBFC
and could also ' lead to systemic risks.

1.4 It is therefore imperative for the NBFC outsourcing its activities to ensure
sound and responsive risk management practices for effective oversight, due
diligence and management of risks arising from such outsourced activities. The
directions are applicable to material outsourcing arrangements as explained in para

3 which may be entered into by an NBFC with a service provider located in India or
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elsewhere. The service provider may either be a member of the group/ conglomerate
to which the NBFC belongs, or an unrelated party.

1.5 The underlying principles behind these directions are that the regulated entity
shall ensure that outsourcing arrangements neither diminish its ability to fulfil its
obligations to customers and RBI nor impede effective supervision by RBI. NBFCs,
therefore, have to take steps to ensure that the service provider employs the same
high standard of care in performing the services as is expected to be employed by
the NBFCs, if the activities were conducted within the NBFCs and not outsourced.
Accordingly, NBFCs shall not engage in outsourcing that would result in their internal
control, business conduct or reputation being compromised or weakened.

1.6 (i) These directions are concerned with managing risks inéﬁ[\sourcing of
financial services and are not applicable to technology-rela&ed is@@s and activities
not related to financial services, such as usage of @L@E@?Q?;ebring of staff,
housekeeping and janitorial services, security of %{éé%@m(l\sgs movement and
archiving of records, etc. NBFCs which desire t(i@%sgu\%gec,iﬁﬂancial services would
not require prior approval from RBI. Howeveqr)Q}’s\J%lq\\lér@%ements would be subject
to on-site/ off- site monitoring and inspectiaﬁ? i@%ﬁr@@y RBI.

(i) In regard to outsourced serx{\&(bsgeéla@% to credit cards, RBI's detailed
instructions  contained in its@&ci/r&I@aQ.@ n credit card activities vide

DBOD.FSD.BC.49/24.01.011/26‘65-&% dated November 21, 2005 would be
> O o
M. @ QD
Lo Q\ \@
>
@ 1@ &
2. Activities that shall &dtg{fbutsourced
/
NBFCs which$§hooge o-Butsclirce financial services shall, however, not outsource

AN . . .
core mang&rgeﬁt é)tm tgqn including Internal Audit, Strategic and Compliance

funct a e \o aking functions such as determining compliance with KYC
u @\3\@%0({& 8@}9 ing functi u ining pli Wi

norms f@q&@ﬁng@eposit accounts, according sanction for loans (including retail

applicable.

N

loans) and<<mg§g)gement of investment portfolio. However, for NBFCs in a group/
conglomerate, these functions may be outsourced within the group subject to
compliance with instructions in Para 6. Further, while internal audit function itself is a

management process, the internal auditors can be on contract.

3. Material Outsourcing
For the purpose of these directions, material outsourcing arrangements are those

which, if disrupted, have the potential to significantly impact the business operations,
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reputation, profitability or customer service. Materiality of outsourcing would be
based on:

e the level of importance to the NBFC of the activity being outsourced as well as
the significance of the risk posed by the same;

e the potential impact of the outsourcing on the NBFC on various parameters
such as earnings, solvency, liquidity, funding capital and risk profile;

e the likely impact on the NBFC’s reputation and brand value, and ability to
achieve its business objectives, strategy and plans, should the service
provider fail to perform the service;

e the cost of the outsourcing as a proportion of total operating c%sts of the
NBFC; &\Q

e the aggregate exposure to that particular service proo\gjer, e\g)(cb%ses where the
NBFC outsources various functions to the same sgfblc@?qx@jqér and

e the significance of activities outsourced in cgu\?e\){gﬁ‘gogﬁs“tomer service and
protection. @Q 6\ @c’,\\

Lot S
O N
4, NBFC's role and Regulatory andbeuggmv(ib%m% Requirements
4.1  The outsourcing of any activit{oby I\@Q’ch,%es not diminish its obligations, and
those of its Board and senior mz@’%em%%&weho have the ultimate responsibility for
the outsourced activity. NBFQ&\/Q\@\ t%geéfore be responsible for the actions of their
service provider inclu%@g ch’gk les Agents/ Direct Marketing Agents and
recovery agents and\dﬁ \Qénficgﬁiality of information pertaining to the customers

&)
that is available Mﬁ?@seqé@%vider. NBFCs shall retain ultimate control of the
S

outsourced a@ity@g (QQ(D\Q?’

42 It iseﬁ%}pg‘a{\?iv@@or@e NBFC, when performing its due diligence in relation to
outso@é&'«\ng;\(?% @ﬁs@éoall relevant laws, regulations, guidelines and conditions of
approva’%@éi\%q}or registration.

4.3 Outsou@fh\'g arrangements shall not affect the rights of a customer against the
NBFC, including the ability of the customer to obtain redress as applicable under
relevant laws. In cases where the customers are required to deal with the service
providers in the process of dealing with the NBFC, NBFCs shall incorporate a clause
in the relative product literature/ brochures, etc., stating that they may use the
services of agents in sales/ marketing etc. of the products. The role of agents may

be indicated in broad terms.
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4.4 The service provider shall not impede or interfere with the ability of the NBFC
to effectively oversee and manage its activities nor shall it impede the Reserve Bank
of India in carrying out its supervisory functions and objectives.

4.5 NBFCs need to have a robust grievance redress mechanism, which in no way
shall be compromised on account of outsourcing.

4.6 The service provider, if not a group company of the NBFC, shall not be owned
or controlled by any director of the NBFC or their relatives; these terms have the

same meaning as assigned under Companies Act, 2013.

5. Risk Management practices for Outsourced Financial Services Q
5.1 Outsourcing Policy \17

An NBFC intending to outsource any of its financial achwges sof@?}put in place a
comprehensive outsourcing policy, approved by its Boardsz@ @orporates inter
alia, criteria for selection of such activities as well as ,3&w§0pray%ers delegation of

authority depending on risks and materiality and éést \s tg\ﬁonltor and review the

operations of these activities. Q 6{‘ Q\
<> QJQ’
2
5.2 Role of the Board and Senior I{{\é\n @@
5.2.1 Role of the Board ’Q Q‘ Q@

The Board of the NBFC, or a@bn@tt%@%f the Board to which powers have been

delegated shall be responsgsq’e @%réﬁé for the following:

i. approving a frarrg@&o%g% Q@uate the risks and materiality of all existing and
prospective oﬁg n a’nd“gbe policies that apply to such arrangements;

i. laying down aggrop{rjé{t\e a%roval authorities for outsourcing depending on risks
and %@eg&‘ﬁtyooé\ g'\

i Qgé?r@%;x n;@% administrative framework of senior management for the
pu@se{@{f\ tl&@e directions;

iv. undegal%& regular review of outsourcing strategies and arrangements for their
continued relevance, and safety and soundness and

v. deciding on business activities of a material nature to be outsourced, and

approving such arrangements.

5.2.2 Responsibilities of the Senior Management
i. Evaluating the risks and materiality of all existing and prospective outsourcing,

based on the framework approved by the Board;
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Vi.

Vii.

5.3

developing and implementing sound and prudent outsourcing policies and
procedures commensurate with the nature, scope and complexity of the
outsourcing activity;

reviewing periodically the effectiveness of policies and procedures;

. communicating information pertaining to material outsourcing risks to the Board

in a timely manner;
ensuring that contingency plans, based on realistic and probable disruptive
scenarios, are in place and tested;

ensuring that there is independent review and audit for compliance with set

policies and
undertaking periodic review of outsourcing arrangements to\gﬁentlfy new
material outsourcing risks as they arise. @(b
G
é
Evaluation of the Risks Q}@ 6\(0 @«

The NBFCs shall evaluate and guard against the @%vgn\g rel@ in outsourcing:

Vi.

Vii.

viii.

Strategic Risk — Where the sewlcegﬁ/%&?@gucts business on its own
behalf, inconsistent with the overaﬂ?tr@gb @als of the NBFC.

Reputation Risk — Where QQ\Q @vc@@prowded is poor and customer
interaction is not conssté}t \ﬁrh@ overall standards expected of the
NBFC. Q\‘ S (.066

Compliance Risk e(/VIQeﬁ-"eq}ﬁ’?\/acy, consumer and prudential laws are not
adequately COé%I d%%@y the service provider.

Operatlonéﬁ{ "OA isingyéut of technology failure, fraud, error, inadequate
flnanc@ cqgac%’tgfuﬂ* obligations and/ or to provide remedies.

g@l § '\the NBFC is subjected to fines, penalties, or punitive

&@r@%e SI@PIQ from supervisory actions, as well as private settlements

&@Snggons and commissions of the service provider.

Ex%\%@%egy Risk— Where the NBFC is over-reliant on one firm, the loss of
relevant skills in the NBFC itself preventing it from bringing the activity back
in-house and where NBFC has entered into contracts that make speedy
exits prohibitively expensive.

Counter party Risk— Where there is inappropriate underwriting or credit
assessments.

Contractual Risk— Where the NBFC may not have the ability to enforce the

contract.
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iX. Concentration and Systemic Risk— Where the overall industry has
considerable exposure to one service provider and hence the NBFC may
lack control over the service provider.

X. Country Risk— Due to the political, social or legal climate creating added risk.

5.4 Evaluating the Capability of the Service Provider
5.4.1 In considering or renewing an outsourcing arrangement, appropriate due
diligence shall be performed to assess the capability of the service provider to
comply with obligations in the outsourcing agreement. Due diligence shall take into
consideration qualitative and quantitative, financial, operational and r&putational
factors. NBFCs shall consider whether the service providers' systems g@g compatible
with their own and also whether their standards of performagce inogb%ing in the area
of customer service are acceptable to it. NBFCs shall alsozﬁ\o e@%%ile evaluating
the capability of the service provider, issues relatjgg' tg\%ndye concentration of
outsourcing arrangements with a single service Q@%dg(\%v@ﬁg possible, the NBFC
shall obtain independent reviews and mark%@%%dﬁ?a%@ the service provider to
supplement its own findings. éoA@Q) \O®
5.4.2 Due diligence shall involve a@\%?/%m\at@{};’\bf all available information about
the service provider, including but@n’i?toli/rﬂ%dz@%ne following:
i. past experience and compe@éﬁcib% ig@?ement and support the proposed activity
over the contracted peri@@}. \&C} °

9 \O
ii. financial soundnegg@n%\ ilitff to service commitments even under adverse

NS
conditions; &\QQQ? A/ Qp{/b
/
iii.business rggut%g@] %?é\qcuqature, compliance, complaints and outstanding or
potentiagtfﬁggt@'\t)o&@g\
iv. s&@&i\%@%n&’&in&@ﬁal control, audit coverage, reporting and monitoring
enviro@e&@%Lngss continuity management and

N
V. ensuring%

uggﬁfigence by service provider of its employees.

5.5 The Outsourcing Agreement

The terms and conditions governing the contract between the NBFC and the service
provider shall be carefully defined in written agreements and vetted by NBFC's legal
counsel on their legal effect and enforceability. Every such agreement shall address
the risks and risk mitigation strategies. The agreement shall be sufficiently flexible to

allow the NBFC to retain an appropriate level of control over the outsourcing and the
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right to intervene with appropriate measures to meet legal and regulatory obligations.

The agreement shall also bring out the nature of legal relationship between the

parties - i.e. whether agent, principal or otherwise. Some of the key provisions of the

contract shall be the following:

Vi.

Vii.

viii.

Xi.

the contract shall clearly define what activities are going to be outsourced
including appropriate service and performance standards;

the NBFC must ensure it has the ability to access all books, records and
information relevant to the outsourced activity available with the service provider;
the contract shall provide for continuous monitoring and assessment by the NBFC

of the service provider so that any necessary corrective measure ca& be taken

immediately; K&\Q
a termination clause and minimum period to execute abtermirfé?on provision, if
N\
deemed necessary, shall be included; NI
GRS

controls to ensure customer data confidentiality a,g@s%@ceo_providers' liability in
case of breach of security and leakage K@Q(Obh%déﬁgl customer related
information shall be incorporated; @Qf\ ‘b& O’\\g

there must be contingency plans to ensyggég?nigé\ontinuity;

the contract shall provide for the p@&(ba,gpﬁo@\consent by the NBFC of the use
of subcontractors by the serv.ic%c’(‘}}%\}@gf@?%l or part of an outsourced activity;

it shall provide the NBFC X@l@&g\@iggﬁgo conduct audits on the service provider
whether by its internal{b@@e)ge%@%ditors, or by agents appointed to act on its
behalf and to obtaig% ?%t@hy audit or review reports and findings made on
the service provlﬁg\r i }) 'Mncti@m with the services performed for the NBFC;
outsourcin%@g/r@e%@(\sqhéﬁgmclude clauses to allow the Reserve Bank of India
or per%f% baﬁtt@m{:%%\'by it to access the NBFC's documents, records of

trangaStion® information given 1o, stored d by th
ra \IQ@, %@%\@ necessary Information glven O, stored or processe Yy e

servicg%y

A\
outsourc %é%reement shall also include a clause to recognise the right of the

\Zﬁe&chin a reasonable time;

Reserve Bank to cause an inspection to be made of a service provider of an
NBFC and its books and account by one or more of its officers or employees or
other persons;

the outsourcing agreement shall also provide that confidentiality of customer's
information shall be maintained even after the contract expires or gets terminated

and
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xii. the NBFC shall have necessary provisions to ensure that the service provider
preserves documents as required by law and take suitable steps to ensure that its

interests are protected in this regard even post termination of the services.

5.6 Confidentiality and Security

5.6.1 Public confidence and customer trust in the NBFC is a prerequisite for the
stability and reputation of the NBFC. Hence the NBFC shall seek to ensure the
preservation and protection of the security and confidentiality of customer
information in the custody or possession of the service provider.

5.6.2 Access to customer information by staff of the service provider &hall be on

'need to know' basis i.e., limited to those areas where the informatiog{é\required in
O o@(bfb
5.6.3 The NBFC shall ensure that the service provider iséb@@ i@ate and clearly
identify the NBFC's customer information, document%%cgf@so assets to protect
the confidentiality of the information. In instanceieﬁ%%é%e@%e provider acts as an
outsourcing agent for multiple NBFCs, care sql)‘élT %&%@?o build strong safeguards
so that there is no comingling of informatiqug@&n@\ts, records and assets.
5.6.4 The NBFC shall review andom(g@r 3{& security practices and control
processes of the service provider@qf?%/f@ggutgpoasis and require the service provider
to disclose security breaches. Q‘\&&\oﬁ\ (OQG
5.6.5 The NBFC shall imr@%ia{{e&’/ %&Ji?y RBI in the event of any breach of security

Q N
and leakage of conf[dgﬁ%a&c?sé@%er related information. In these eventualities, the
N7 X
NBFC would be Iiaﬁ]@&ﬁ g’uétogrﬁbrs for any damages.
/
Q "b(\ Vv

& KO-
5.7 Res&l siﬁli&i)g%('birect Sales Agents (DSA)/ Direct Marketing Agents
(DMA&@@@E%&\%@)‘%
571 & E\& 8@” ensure that the DSA/ DMA/ Recovery Agents are properly

A\
trained to ﬁa%@g)their responsibilities with care and sensitivity, particularly aspects

order to perform the outsourced function.

such as soliciting customers, hours of calling, privacy of customer information and
conveying the correct terms and conditions of the products on offer, etc.

5.7.2 NBFCs shall put in place a board approved Code of conduct for DSA/ DMA/
Recovery Agents, and obtain their undertaking to abide by the code. In addition,
Recovery Agents shall adhere to extant instructions on Fair Practices Code for
NBFCs as also their own code for collection of dues and repossession of security. It

is essential that the Recovery Agents refrain from action that could damage the
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integrity and reputation of the NBFC and that they observe strict customer
confidentiality.

5.7.3 The NBFC and their agents shall not resort to intimidation or harassment of
any kind, either verbal or physical, against any person in their debt collection efforts,
including acts intended to humiliate publicly or intrude upon the privacy of the
debtors' family members, referees and friends, sending inappropriate messages
either on mobile or through social media, making threatening and/or anonymous
calls, persistently?® calling the borrower and/ or calling the borrower before 8:00 a.m.
and after 7:00 p.m. for recovery of overdue loans, making false and misleading
<

5.7.4 The above paragraph 5.7.3 is not applicable to micg)finaljb@\loans covered
under Master Direction — Reserve Bank of India (I%&Lug&ory\\fl?ramework for
Microfinance Loans) Directions, 2022 dated March 143@%23"&(\awkended from time

representations, etc. Any violation in this regard will be viewed seriously.

< .
to time)®. @Q O‘\\Q C’)\\O
NN
Lo O
5.8 Business Continuity and Managedrg\&l&@%; ter Recovery Plan

X
5.8.1 An NBFC shall require its se%@é\%@ld@@to develop and establish a robust
framework for documenting, n@ﬁta}rﬁﬁgq&d testing business continuity and
recovery procedures. NBFCSK@E&G&@ eoﬁgjre that the service provider periodically
{3
tests the Business Contir}bu_f,t% a\@’@/&bvew Plan and may also consider occasional
joint testing and reco‘v%$e\ée%%e@ with its service provider.
N
5.8.2 In order t&%i&gﬁ’teﬁtheé@b& of unexpected termination of the outsourcing
/
agreement or &quid\@on@?\g&service provider, NBFCs shall retain an appropriate
Sol 6ver dhelr O
level of c@rﬁog&/% eirg'autsourcing and the right to intervene with appropriate
N, @ *9? , , , . . .

meas&&& oc %)@ s business operations in such cases without incurring
prohibiti\é\e\@\nﬁgg and without any break in the operations of the NBFC and its
services to%h%r&?stomers.

5.8.3 In establishing a viable contingency plan, NBFCs shall consider the
availability of alternative service providers or the possibility of bringing the
outsourced activity back in-house in an emergency and the costs, time and

resources that would be involved.

2 For example- calling repeatedly
%0 Inserted vide circular DOR.ORG.REC.65/21.04.158/2022-23 dated August 12, 2022.
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5.8.4  Outsourcing often leads to the sharing of facilities operated by the service
provider. The NBFC shall ensure that service providers are able to isolate the
NBFC's information, documents and records, and other assets. This is to ensure that
in appropriate situations, all documents, records of transactions and information
given to the service provider, and assets of the NBFC, can be removed from the
possession of the service provider in order to continue its business operations, or

deleted, destroyed or rendered unusable.

5.9 Monitoring and Control of Outsourced Activities

5.9.1 The NBFC shall have in place a management structure to n&)nltor and
control its outsourcing activities. It shall ensure that outsourcing agree<@§nts with the
service provider contain provisions to address their mobltoran) and control of
outsourced activities. > éoo )
5.9.2 A central record of all material outsourcm%@hagfs readily accessible for
review by the Board and senior management of t@‘é%@]‘%et%ll be maintained. The
records shall be updated promptly and half ye@ﬁy r e@shall be placed before the
Board or Risk Management Committee. \Q Q) O(\

5.9.3 Regular audits by either the m@%a]% d \or external auditors of the NBFC
shall assess the adequacy of the u}\k r@'n ent practices adopted in overseeing
and managing the outsourcm@\arr@‘ﬁg%\agnt the NBFC's compliance with its risk
management framework aa}&hgacéc&@ements of these directions.

5.9.4 NBFCs shall ag}&a%ﬁ%‘g&annual basis, review the financial and operational
condition of the éé?v %p O’Vqu‘/PDtO assess its ability to continue to meet its
outsourcing ot(lkga\t{@s Q‘Kgchqzlue diligence reviews, which can be based on all
available g{éﬂg&‘ﬂ‘oe} (t()\cm\t'\the service provider shall highlight any deterioration or
breac @%o @n@ standards, confidentiality and security, and in business
contmmt@r@?eg@ss

5.9.5 In%h%@vent of termination of the outsourcing agreement for any reason in
cases where the service provider deals with the customers, the same shall be
publicized by displaying at a prominent place in the branch, posting it on the website,
and informing the customers so as to ensure that the customers do not continue to
deal with the service provider.

5.9.6 Certain cases, like outsourcing of cash management, might involve
reconciliation of transactions between the NBFC, the service provider and its sub-

contractors. In such cases, NBFCs shall ensure that reconciliation of transactions
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between the NBFC and the service provider (and/ or its sub-contractor), are carried
out in a timely manner. An ageing analysis of entries pending reconciliation with
outsourced vendors shall be placed before the Audit Committee of the Board (ACB)
and NBFCs shall make efforts to reduce the old outstanding items therein at the
earliest.

5.9.7 A robust system of internal audit of all outsourced activities shall also be put in
place and monitored by the ACB of the NBFC.

5.10 Redress of Grievances related to Outsourced Services

I. NBFCs shall constitute Grievance Redressal Machinery as contained in RBI’'s
circular on Grievance Redressal Mechanism vide DNBS. CC. PD. Qi@.\QSZO/OB. 10.
01/2012-13 dated February 18, 2013. At the operationagleveol)@(éj)l)NBFCs shall
display the name and contact details (Telephone/ I\l@i@@m@%s also email
address) of the Grievance Redressal Officer promipg?ntlg@t ’g\u;'u’ branches/ places
where business is transacted. The designate(@&ige}os@@ ensure that genuine
grievances of customers are redressed proqgr@\fly(b@fh@?nvolving delay. It shall be
clearly indicated that NBFCs' Grievanc%\‘ﬁi@%&i@q\ﬂachinery will also deal with
the issue relating to services provide,é{‘égtgﬁ'é o@é})urced agency.

ii. Generally, a time limit of?%@fﬁoys%%;QBeggiven to the customers for preferring

/
their complaints/ grievancesdw%@e\é@?ce redressal procedure of the NBFC and

S
the time frame fixed f%é\g’e.s\@%%ﬂ@@to the complaints shall be placed on the
N
NBFC's website, N (!
2 X 9
&\Q (b(o A/ Q(l(/b
/ O
5.11 Reporti @ra ctiohs to FIU or other competent authorities
p l@gg{\ ngq p

NBF : le f ki T [ R
Cs V\g@dékié 6®§%Q§be or making Currency Transactions Reports and

Susp&@%, .@%n

O
of the N i‘{&z%%@]er related activities carried out by the service providers.

AN
< 6(5\
6. Outsourcing within a Group/ Conglomerate

8&“ QReports to FIU or any other competent authority in respect

6.1 In a group structure, NBFCs may have back-office and service arrangements/
agreements with group entities e.g. sharing of premises, legal and other professional
services, hardware and software applications, centralize back-office functions,
outsourcing certain financial services to other group entities, etc. Before entering into
such arrangements with group entities, NBFCs shall have a Board approved policy

and also service level agreements/ arrangements with their group entities, which
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shall also cover demarcation of sharing resources i.e. premises, personnel, etc.
Moreover the customers shall be informed specifically about the company which is
actually offering the product/ service, wherever there are multiple group entities
involved or any cross selling observed.
6.2  While entering into such arrangements, NBFCs shall ensure that these:
a. are appropriately documented in written agreements with details like scope of
services, charges for the services and maintaining confidentiality of the customer's
data;
b. do not lead to any confusion to the customers on whose products/ services they
are availing by clear physical demarcation of the space where the activities of the
&
c. do not compromise the ability to identify and manage_risk gb@l\?e NBFC on a

stand-alone basis; @Qb\?OQQ({/b

d. do not prevent the RBI from being able to obtgg@ing&m(a\@@n required for the
supervision of the NBFC or pertaining to the gro&@a%a\ﬁv\v@@& and

e. incorporate a clause under the written agqr)@ﬁn%\\ﬁ@ét there is a clear obligation
for any service provider to comply with %@C&l@ﬁ%@ by the RBI in relation to the
activities of the NBFC. Q‘Q(b%@‘ &‘5\

6.3 NBFCs shall ensure tha’f tgé}oa/@%yq&%arw out their operations in a sound
fashion would not be affecteﬁ@‘?g\(&ni%eéor other services (such as IT systems,
support staff) provided by(ggg’%ms’p@eﬁrﬁies become unavailable.

6.4 Ifthe premise‘sg%%\@é@are shared with the group entities for the purpose
of cross-selling, NBIQ\Z @%a t’akal/‘hweasures to ensure that the entity's identification
is distinctly vi;{ale/ g@d c@? qtofh%e customers. The marketing brochure used by the
group ent'@@a%{i\(\/e@mﬁ\%q%munication by its staff/ agent in the NBFCs premises
shall&i&ﬁ\ti@@ng@r%\& arrangement of the entity with the NBFC so that the
customeé\\oalgzél\eggn the seller of the product.

N
6.5 NBI-{ﬁsérg%all not publish any advertisement or enter into any agreement

NBFC and those of its other group entities are undertaken;

stating or suggesting or giving tacit impression that they are in any way responsible
for the obligations of its group entities.

6.6 The risk management practices expected to be adopted by an NBFC while
outsourcing to a related party (i.e. party within the Group/ Conglomerate) would be

identical to those specified in Para 5 of this directions.
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7. Off-shore outsourcing of Financial Services

7.1 The engagement of service providers in a foreign country exposes an NBFC
to country risk -economic, social and political conditions and events in a foreign
country that may adversely affect the NBFC. Such conditions and events could
prevent the service provider from carrying out the terms of its agreement with the
NBFC. To manage the country risk involve in such outsourcing activities, the
NBFC shall take into account and closely monitor government policies and
political, social, economic and legal conditions in countries where the service
provider is based, both during the risk assessment process and on a continuous
basis, and establish sound procedures for dealing with country risk . problems.
This includes having appropriate contingency and exit strategies&ﬁ principle,

arrangements shall only be entered into with parties ogeratirfb(b

in jurisdictions
, , - NP .
generally upholding confidentiality clauses and agreeme@‘i\ssﬁ%@vernlng law of
the arrangement shall also be clearly specified. N4 &°
Q)’b O Q
RS
& & &
7.2 The activities outsourced outside Indi%@%a‘jlb{ﬁ‘é @iﬁducted in @ manner so as
not to hinder efforts to supervise or reco(rpﬂ;&é%e\d@ia activities of the NBFC in a
N
timely manner. < QK N
Q9 O
O H@” O : : : :
7.3  As regards the off-shore %q’}%og%nq_%‘f financial services relating to Indian
Operations, NBFCs shall add{t@h&a{\@%n m% that
a) Where the off-shore s |cqa9r%\ﬁﬁ(gr is a regulated entity, the relevant off-shore

& g\ N
regulator will neitheg&%sg‘l éh@arrangement nor object to RBI inspection visits/

NS
visits of NBFCs irftérnatsan éxéalfnal auditors.
/
b) The availgbil;\ fé@%\g_g& to management and the RBI will withstand the

quuidatio& gi@ebttué\%{f%ore custodian or the NBFC in India.

C) @@g@%tg&aﬁrity of the offshore location does not have access to the
data r*e{((a\tirl@QObﬁjSan operations of the NBFC simply on the ground that the
processir%\igg%ing undertaken there (not applicable if off shore processing is done
in the home country of the NBFC).

d) The jurisdiction of the courts in the off shore location where data is maintained
does not extend to the operations of the NBFC in India on the strength of the fact
that the data is being processed there even though the actual transactions are
undertaken in India and

e) All original records continue to be maintained in India.
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Annex XX

Regulatory Guidance on Implementation of Indian Accounting Standards by
NBFCs31
The responsibility of preparing and ensuring fair presentation of the financial
statements of a NBFC vests primarily with its Board of Directors. The Reserve Bank,
expects a high quality implementation of Ind AS which will require detailed analysis,
application of judgment and detailed documentation to support judgments. These
guidelines focus on the need to ensure consistency in the application of the
accounting standards in specific areas, including asset classification and
provisioning, and provide clarifications on regulatory capital in the Ing\bpf Ind AS
implementation. It may be noted that these instructions and gwgbe#ﬁes relate to
specific prudential aspects of Ind AS implementation by NBF@S aeg)aﬁg not meant to
provide a comprehensive commentary on the@&féco@tm@ standards or
comprehensive technical interpretation of the stan%ﬁfd%&orqﬁended to cover all
possible situations. Accordingly, with respect to n&%te(s n%(}lealt with in this Annex,
NBFCs are required to refer to the no\%@d@&o\tﬁmg standards, application
guidance, educational material and othg? c@flcg@ons issued by the Institute of

Chartered Accountants of India (|CAQ§\Q~ %QQQ\

& &

1. Governance Frameworlo\K Q 6

(@) In view of the crltlcalgg@’of tﬁé rﬁl?re of the business model in determining the
classification of flﬁﬁcgﬂasg&s and restrictions on subsequent reclassification,
NBFCs are Q‘@&@@ t0/pq{5n place Board approved policies that clearly
artlculag(and doc nt(ihelr business models and portfolios. NBFCs shall
also §®cu}<re &@@b@'btlves for managing each portfolio.

(b) @%&%@Qra&& their policy for sales out of amortised cost business model

por@(a{s{banégsclose the same in their notes to financial statements.

(c) The Re@erve Bank expects the Board of Directors to approve sound
methodologies?? for computation of Expected Credit Losses(ECL) that address
policies, procedures and controls for assessing and measuring credit risk on all

lending exposures, commensurate with the size, complexity and risk profile

31 NBFCs that are required to implement Ind AS in terms of Companies (Indian Accounting Standards) Rules, 2015 as
amended from time to time

32 NBFCs may draw reference to Guidance on Credit Risk and Accounting for Expected Credit Losses issued by Basel
Committee on Banking Supervision (BCBS) in December 2015, which is structured around 11 principles out of which first eight
principles deal with supervisory guidance and inter-alia cover Board/Senior Management’s responsibilities, adoption of sound
methodologies for credit risk measurement, disclosure requirements etc.
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(d)

specific to the NBFC. The parameters and assumptions considered as well as
their sensitivity to the ECL output should be documented. NBFCs are advised
to not make changes in the parameters, assumptions and other aspects of their
ECL model for the purposes of profit smoothening. The rationale and
justification for any change in the ECL model should be documented and
approved by the Board. Similarly, any adjustments to the model output (i.e. a
management overlay) should be approved by the Audit Committee of the Board

(ACB) and its rationale and basis should be clearly documented.

Ind AS 109 does not explicitly define default33, but requires entities to define
default in a manner consistent with that used for internal_cgredit risk
management. It is recommended that the definition of defa(bt&“\adopted for
accounting purposes is guided by the definition usedo@r rgg%latt)ory purposes.
The ACB should approve the classification of @@ou@otﬁé{} are past due
beyond 90 days but not treated as impaired,git‘%\{&?égﬁﬁnale for the same
clearly documented. Further, the numbe@%f é\lcac’b\ccounts and the total
amount outstanding and the overdue %@QJ%&\&R@% be disclosed in the notes
< ;QO(\

Q
NG

to the financial statements. \Q,bfo

Regardless of the way in wct)%ﬁﬁ
credit risk, there is a ret)ég{g‘bg\;freé@&‘ption under Ind AS 109 that the credit
risk on a financial ag\@t 5@% @@%ased significantly since initial recognition
when contractual‘%@n{@‘%so@@ more than 30 days past due. Ind AS 109 also
permits that ,%@CN(I?};& 9% (l;:?but this presumption if it has reasonable and
supportablean%ﬁatjz@th@%emonstrates that the credit risk has not increased
significgﬁt?yoé@cg@%ti&%écognition even though the contractual payments are
m &th%éé@\%’aé@%ast due. NBFCs should educate their customers on the

NS IR L N

538@) nég&e@yments in a timely manner. However, in limited circumstances,
whgré{‘(\h&[& do rebut the presumption, it should be done only with clear

>
documeﬁation of the justification for doing so. All such cases shall be placed

assesses significant increase in

before the ACB. NBFCs shall not defer the recognition of significant increase in

credit risk for any exposure that is overdue beyond 60 days.

33 para B5.5.37 of Ind AS 109 states that “...an entity shall apply a default definition that is consistent with the definition used
for internal credit risk management purposes for the relevant financial instrument and consider qualitative indicators (for
example, financial covenants) when appropriate. However, there is a rebuttable presumption that default does not occur later
than when a financial asset is 90 days past due unless an entity has reasonable and supportable information to demonstrate
that a more lagging default criterion is more appropriate. The definition of default used for these purposes shall be applied
consistently to all financial instruments unless information becomes available that demonstrates that another default definition
is more appropriate for a particular financial instrument.”
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2. Prudential Floor for ECL

(@) NBFCs shall hold impairment allowances as required by Ind AS. In parallel,
NBFCs shall also maintain the asset classification and compute provisions as
per extant prudential norms on Income Recognition, Asset Classification and
Provisioning (IRACP) including borrower/beneficiary wise classification,
provisioning for standard as well as restructured assets, NPA ageing, etc. A
comparison (as per the template in Appendix) between provisions required
under IRACP and impairment allowances made under Ind AS 109 should be
disclosed by NBFCs in the notes to their financial statements to provide a
benchmark to their Boards, RBI supervisors and other stakehqlg\egs, on the

adequacy of provisioning for credit losses. ’b&:\

(b) Where impairment allowance under Ind AS 109 is Io@r @é’n provisioning
required under IRACP (including standard asssé}ép(z(}gg %rflb%) NBFCs shall
appropriate the difference from their net pro&@%{@s&\ @ﬁ‘er tax to a separate
‘Impairment Reserve’. The balance in th@fr@Qin@%t Reserve’ shall not be
reckoned for regulatory capital. Furthe@@%@%&g%als shall be permitted from

this reserve without prior permissiq@?%m\%keb’ﬁ%partment of Supervision, RBI.
Qo O
(c) The requirement for ‘Impairm@@RQs%Qg%hall be reviewed, going forward.

O’\KQ Q/ QG
3. Computation of Regulator &%@‘ﬁ%and Regulatory Ratios
. P 9 @a~ {Q S 9 ry

D7 AN A\
(@ In determining“g\&n@q%&’ , ‘net owned funds’ and ‘regulatory capital’,
N
NBFCs shanﬁé\%@%d by thfollowing:
/ (\A (I/Q
i) Any ngt% li @ins arising on fair valuation of financial instruments,
Q> .

%&d&@g@o aifts arising on transition to Ind AS, should not be included in
@BW@& Q&&Q}%hereas all such net losses should be considered. In
W&&&g the net unrealised gains for reduction from owned funds, NBFCs
should{‘éategorise financial assets measured at fair value into two categories

viz.

A. Investments in shares of other NBFCs and in shares, debentures,
bonds, etc. in Group companies that are required to be reduced while
determining Tier | Capital as defined in paragraph 2(xxxii) of the Non-

Banking Financial Company-Systemically Important Non-Deposit
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taking Company and Deposit taking Company (Reserve Bank)
Directions, 2016; and

B. Others

While netting may be done within the aforementioned categories, net gains
from one category should not be offset against losses in the other
category. Unrealized gains/losses shall be considered net of the effect of

taxation.

i) Any unrealised gains or losses recognised in equity due to (a) own credit risk
and (b) cash flow hedge reserve shall be derecognised while Qgtermining

owned funds. ’06&\

iii) The unrealised gain/loss on a derivative transactio&dmcolet%kgn for hedging
may be offset against the unrealised Ioss/gab(z?eé%n' in the capital
(either through Profit or Loss or through O&j@?@%@ﬁénsive Income) on
the corresponding underlying hedged(i\ﬁgiQ%lﬁs\qr\{bC’h} after such offset and
netting with unrealised gains/lossesom?@é} ﬁ@ncial instruments, there are
still net unrealised gains, the\(@n@@n { (\be excluded from regulatory

S & c§

& ¥od

iv) Since unrealised gaint‘fﬁ%%@e@é@A have been excluded in computation of
owned fund, NBF%@%&J{}E@ the lower of acquisition cost or fair value of
investments/ad@ﬁcg@\irg&qﬁbsidiaries/other group companies and other
NBFCs wb(té\\%e%é?nim% djer | capital as specified in paragraph 2(xxxii) of
the afo&erﬁe@%egﬁma&r Directions. Net unrealised gains on Category B
(i.(g@@th\g}%d@%{é?&tent they have been excluded in regulatory capital,

$g&al\loﬁcc)} rsgu%ed from risk weighted assets.

v)Wﬁ\ép[Q\ﬁTBg@Ouse fair value as deemed cost at the date of transition with
res%?agﬁ% Property, Plant and Equipment (PPE) in terms of Ind AS 101, and

the difference between the deemed cost and the current carrying cost is

capital.

adjusted directly in retained earnings, any fair value gains upon such
transition shall be reckoned as Tier |l capital for NBFCs at a discount of 55

percent.

vi) 12 month expected credit loss (ECL) allowances for financial instruments i.e.
where the credit risk has not increased significantly since initial recognition,

shall be included under general provisions and loss reserves in Tier |l capital
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within the limits specified by extant regulations. Lifetime ECL shall not be
reckoned for regulatory capital (numerator) while it shall be reduced from the

risk weighted assets.

vii) Securitised assets not qualifying for de-recognition under Ind AS due to
credit enhancement given by the originating NBFC on such assets shall be
risk weighted at zero percent. However, the NBFC shall reduce 50 per cent
of the amount of credit enhancement given from Tier | capital and the

balance from Tier Il capital.

(b) Regulatory ratios, limits and disclosures shall be based on Ind AS figures.

Impaired assets and restructured assets shall be considered as rlolqu(berforming

<b"”°
O & o
RN

assets (NPA) for calculation of NPA ratios.

<,
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Template for Disclosure in Notes to Financial Statements

Appendix

Loss Difference
Allowances Provisions between Ind
Asset Classification as per RBI (Provisions) | Net Carrying | required as AS 109
Norms as required Amount per IRACP provisions
under Ind AS norms and IRACP
109 norms
(1) 4) (5)=(3)-(4) (6) (7) = (4)-(6)
Performing Assets
Standard
Subtotal O
—
N
Non-Performing Assets (NPA) >
Substandard Ab _\Q'th)
\Y ) N
NGRS N
Doubtful - up to 1 year NG v
1to 3 years naa, \(\u‘\o(v
More than 3 years \Q)\ ‘ o ,70\
Subtotal for doubtful o .
() (o Vv
A2 PN

Loss

Subtotal for NPA

Other items such as guarantees,
loan commitments, etc. which are
in the scope of Ind AS 109 but
not covered under current Income
Recognition, Asset Classification
and Provisioning (IRACP) norms

Subtotal y

Total S\

e sfeskoskoskookok
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